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THURSDAY, JANUARY 18, 1951 


Unirep STATES SENATE, 
SELECT COMMITTEE ON SMALL Business, 
Washington, dD. ( ‘s 

The committee met, pursuant to call, at 10 a. m. in the Senate 
caucus room, Senate Office Building, Senator John J. Sparkman 
presiding. 

Present: Senators Sparkman (chairman of committee), O’Conor, 
Long, Gillette, Humphrey, Benton, Tobey, Hendrickson, and 
Schoeppel. 

The CuarrMan. Let the committee come to order, please. Some 
of the other members of the committee will be here within a few 
minutes. However, I believe we should get started. 

The Small Business Committee reached a decision to hold these 
hearings for the purpose of finding out as best we can the impact of 
the various control measures and orders upon the availability of 
critical materials to industry, with particular emphasis upon smi os 
business. It is not because we think it is any less important as fa 
as big business 1s concerned, but our experience has been that big 
business can take care of itself pretty well. It is the small- business 
man who usually finds the going quite rough when there is a cut-back 
on available materials. 

There have been coming to our committee over recent days and 
weeks Many, Many complaints from small businesses all over the 
country telling of the difficulty that they are having in getting various 
critical materials. Many of them are confronted with the apparent 
necessity of closing their doors. Many of them have told us of en- 
forced curtailment in their business, curtailment beyond what would 
seem to be required under the present program of the allocation of 
critical materials to the defense program, 

or instance, in some materials where the defense program would 
use 10 or 12 percent, we find some small businesses using that par- 
ticular product or fabricating that particular product complaining to 
us that they have been cut back 20 or 25 percent and in some in- 
stances we have been told it is practically impossible to get certain 
materials except through the gray market or the black market, as we 
may choose to call it. 

We believe it would be quite helpful to us and to small business 
throughout the country to explore these facts so far as we can and to 
discuss them together. For that reason we are asking some of those 
who are most closely associated with this whole program to come 
before us and to discuss these matters with us. It is our purpose to 
have representatives of the Government, representatives of the in- 


1 
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dustry, and other interested persons to help us in this exploratory 
Lask. 

We have with us this morning Mr. C. E. Wilson, who is the Director 
of the Office of Defense Mobilization. We are glad to have you 
with us. 

Senator Tobey has just suggested that we might ask you whether or 
not you care to be interrupted or whether you would prefer to give 
your tull statement. 

\fr. Witson. I believe you would get further if you would just let 
me finish the statement. 

The CHarrMan. Without objection, that will be the procedure, 
We will withhold questions until you have completed your statement. 
\ir. Witson. Very good, Mr. Chairman. 


STATEMENT OF C. E. WILSON, DIRECTOR, OFFICE OF DEFENSE 
MOBILIZATION 


r before vou today LO discuss some of the 


I! am pleased to appea 
iness faces in the defense effort. 


1) } 
probiems small Du 


6 
\ vou ki WwW, there are certain basic lactors inherent in such an 
effort Among these are time, integration, and expansion. Clearly, 
we must achieve our defense requirements as quickly as possible. We 
I vithu himuni period mtvegrate our production resources, 
b ind s l, into the defense effort. While this program is 
being iurried forward, we must expand our productive facilities, 
‘by increasing our defense potential and at the same time decreas- 
| Strain pon ou ( if] OnOoN\ 
) ( {| defense program th nfortunately, a time 
; nees tween th irtailment of civilian production 
o defense production In an already tight economy 
O r and production for defense must hav first eall on 
» compat the tnrea Ot joreign aggression To 
‘vV requirements, it is necessary to curtail the use of 
riais and provide a system of priorities and allocations. 
I | I it Oo] 1 the ¢ stact is ha lship to some 
Qn an over-all basis hards! ip cases decrease with the 
defense contracts at work in the economy. We are 
aware of this problem and are moving as promptly as 
» th | {101 may be held to a minimum. The 
p cases, however, are a matter for consideration by 
i! eratl racencies 
In this connection it might be helpful if I briefly describe the present 


organization which has been set up to carry forward our defense 


\s vou know the Office of Defense Mobilization was created within 
the Executive Office of the President. The Director of that Office is 
charged with the dutv, on behalf of the President, to direct, control, 
Q coordinate all mobilization efforts. These include production, 


inpower, food, transport activities, maintenance of a 


und economy, and foreign aid. In discharging these functions the 

Director is assisted by an advisory board known as the Defense 
> 1 “ry ; ; . ° ° } s 

\Mlobilization Board The membership of this Board includes the 


heads of various executive departments and agent ies having responsi- 


° ) 
; ‘ ‘ »ty ‘ te 
bilities connected with the national defense. 
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The Office of Defense Mobilization does not perform any operating 
functions. Its job is to determine over-all policies and to coordinate 
the activities and programs of the mobilization effort. It is our duty 
to keep the machinery of defense mobilization running smoothly. 

‘he Defense Production Administration is the programing agency 
for the production phase of the program. It will perform functions 
incident to the determination of production programs required to meet 
defense needs and will establish procedures to accomplish such pro 
grams. In this connection the Administrator secures the production 
plans of all agencies and estimates manpower requirements to meet 
them. He is charged with responsibility concerning the expansion of 
productive facilities and it is only upon his authorization that the 
General Services Administration can make purchases to promot 
expansion of productive capacity and supply. He also is the certi- 
fving authority for tax amortization for emergency facilities. 


In connection with expansion, the Defense Production Admunistra- 


Col responsible for the direct-loan program under which loans may 
) marc to private business enterprises ior the expansion oj capacity, 
the development Ol { chnolos eal processes Oo! the production f 
eSSent al ber ais | naer the pro’ IONS yf the 1) f nse Pr mMuctlion 
CL LhoIS progral lym ‘ hos ! n which fi ancial s Iie 
Ss ot LHerwis¢ 9 ths) i¢ | ( ! ONTE 7 © 1 S 
( ct lo; 1) { } i < ( } 
) th) 
MeL V« il { oO} 
od CS i pil { { ! ti i i 
} eu } nad Oi ly { 
3 I . he ‘ ) () 
| i t 
’ 7 } 
( ! rhs i 1) 
‘i { 1 ? 
I I} I 
1} ) | lig) ! ( i { } 
| ( ( Lith ul} }¢ { ) 
(il ) ité Al St L¢ Phy the ( 
Ul ni I V< { I \ etroleul 
7 < nyc \y prob ! j Dp pt m2 ( 
( } = i} I With hie Dpropi 
vy t | () f ~ arv of tt I Phe Lo eC10Es 
) i On | { Le SE viin s 
\dmuinistrat t een el fuels Administration, and the 
Defer 20 Pow ! Adn maistration With respect Lo food ana food 
faciitie the Seeretaryv of Agrieultur has assigned the operating 
iInctions within Lyi department to the Production and Market ne 
\dmuinistration. Insofar as tray sportation is concermed, such matters 
re handled by the Defense Transport Administratio1 
thie secretary of (‘omni ree 1S re ponsible for all othe rn aterials 
In order to discharge this responsibilitv, he has established 
Department of Commerce the National Production Authority, which 
+. ¥ 
has within it an Industry Operations Bure with lustry divisions 
\pp! LL1O fo) dal | \1 1 | | hip « SCS a hand] al 
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Operations Bureau. You will notice that the various orders of NPA 
contain a statement to the effect — any person affected by the 
order may file an application for an adjustment or exception on the 
ground of extreme hardship, or that enforcement of the order against 
him would not be in the interest of the national defense program. 
To aid in meeting the problems of small business, a Small Business 
Office has been established in NPA. 

In the procurement field the responsibility of the Office of Defense 
Mobilization relates to general policies and coordination among the 
procurement agencies so that, among other things, the demand for 
raw materials may be channeled, the maximum use of tools and 
machines attained, and definitive supply and requirements estimates 
procured. Although the Office of Defense Mobilization and the 
Detense Production Administration are directly concerned with pro- 
curement policies and programs, the actual contr acting is done by 
the Defense Department and the procurement agenc ies of the Gov- 
ernment. For the present any sate ms of this type should be taker 

up with the app ate procurement agency. 

The Economie Stabilization Agency handles price control and wage 
stabilization. When such controls are imposed, there may be indi- 
vidual instances requiring adjustment. As the agency is establishing 
procedures to handle these matters, any problems concerning them 
should be referred there. 

The Congress, in the Defense Production Act of 1950, has expressed 
its concern over the difficulties that may face small business in the 
mobilization effort. In section 701 it has specifically stated that “It 
is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the 
objectives of this act.” In order to carry out this policy, it has pro- 
vided that information concerning the activities of the various agencies 
under the act shall be made available to small-business enterprises. 
It has also provided for representation by small- and medium-sized 
businesses on industry advisory committees; for the establishment of 
procedures so that small business may receive such exemptions from 
the act as may be feasible; and for the expeditious handling of all 
requests, applications, or appeals from small business. 

You may be sure that we are making every effort to carry out this 
legislative intent. Through arrangements with the Secretary of Com- 
merce, any citizen can procure from any one of more than 5,000 offices 
throughout the country cooperating with the Department of Com- 
merce and the Government purchasing agencies information regard- 
ing Government procurement. These offices comprise local chambers 
of commerce and civic groups. The purpose of this wide dissemina- 
tion is to give small business every opportunity to participate in the 
defense effort. Specifically, it includes a daily report of practically 
all proposed Government purchasing through competitive — bids. 
With respect to negotiated contracts, these agencies have available a 
weekly report showing the prime unclassified contracts awarded. The 
report, which lists the items, quantities, and contractors, is dissem- 
inated so that the small-business man may solicit subcontracts for 
components. In this connection, the information office also advises 
him of the facts he should supply a prime contractor when seeking a 
ubcontract 

I believe that small business must be given every opportunity to 
participate in the defense program. ‘True, some small-business enter- 
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prises may not be able to underbid large firms, or in some instances 
only a large manufacturer may be able to supply the needed quanti- 
ties. In such situations, however, the prime contractor is being 
encouraged to subcontract. The Secretary of Defense is of the same 
view and has issued a statement of policy to the effect that in procure- 
ment the Military Departments should pay particular attention to 

d) The fullest possible use of small-business concerns: 

e) The utilization in negotiation of competitive and multiple 
awards, whenever possible: and 

(f) The aggressive encouragement or requirement of subcontracting 
by prime contractors, 


| heartily agree with those principles and propose to see them carried 
out to the fullest extent possible. 
With respect to the advisory committees, | plan to assign the De- 


fense Production Administration the responsibility of coordinating the 
} . ] ; 4 41 : . z | 1 
utilization of such committees by tne various avencies, so that tnere 


1] } r } lo : ry it { , : - ee 
Wlilt no tonger be overiapping commitlees trom part tlay mndusti 


} | ] . j | smi2c4 { 5 32 ~~ " . Cw 
I shall also requ the Administrator to prepare, insofar as possible, 
unl in mor «© ] I entation o d use ome Visory I 
1] : 
mitt Ss Ln tills 1 i Liti i n to di] 1] \ i 
! } 1 ? y } 
th Attorne Cy ai and tn ail the Federal Trade ¢ I 
. ' 
Mission Ou ri l ) ii 
ry , ; 
rroviston Miso Deel! for ¢ ption for | lsh 
) of t ti tal yi XC] Vv i 
MUSINESS Li IS no S hould 
' 
7 1 \ 
\ 
{ i i - t 
) i! ac 
. 1 
vera ~ \ he NH 
1 | ‘ c( { 
! 
~ ) tio } t Ve | | 
’ 
iri ( ! | Ol ee TO hy } 
} | 
) ( 
asd rs) S 
r 
{ a a ( ( bye 
1] ‘ 
iit i i i ( > 
’ 
( ) } t] ot spe 
I 
, ' ; in 
n Lo] » thie \ } ) } COT i section («Us 
’ . . 
ot | 1) i ry Lion \ 0‘ The { wencies May ier 
; : 
ippropriace ce tions { volu i agreements tor so-caliec 
Pproaucllony Pooi 
1‘) | 1 1 | 
Phese then ai 1 { ( hich should be mad ) 
} t ' ft? } ' } r +1, { 
Cal ti 1\ \ it Oo Mel ) nin le cont 
1 1 
bution of ul siness towa SI the purposes of the act 
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thre Lami ! r of the Def Pre wlio! \dmunist tion to | 1 
i 1] 1 1 1 
encouragement und = ipport tO ss I DUS! s hrough tne ws hil 
) ] T ! 
Busine Oftic of the National Production Authority tL Ww DD 
(Rit aike waasher SPL! ee ve I eters 
ther duty to determine methods and set Ip proceaures DY Whien 
a ; ates \ a - 
small-business enterprises can | integrated mto the defense efiort 
1 e 1 ° c 4} 
In this connection, all the agencies having operating functions in the 
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in the issuance ol orders curtalliing production or use ol materials by 

business enterprises with a view to insuring that small-business con 
1] } 4 F } .% . “ct . 

cerns will not be disproportionately affected by such orders. 


\Moreover, | believe that the other small-business programs such as 


direct loans for small business, assurance of equitable treatment in 
the ssuance of prime contracts, and the encouragement of subcon- 
tracting can be appropriately centered in this office. 

Undoubtedly the steps which have been taken so far with regard 
to this problem are in the right direction. There are many advan- 
tages in centering this activity in one office Not only does it allow 
for realistic study and programing, but it also gives the small-business 


man a central othice to which he 
) ] 4 ry. . “ - 
| resident lruman, in 
that our program calls for increased “capacity to produce and to keep 
r . 


ll.”’ This phase of the program is 


‘an appeal for expeditious action. 
his state of the Union message, pointed out 
our economy strong for the long pull 
essential to meet the threat of Communist aggression. As a part of 
this program, we must have vigorous small-business enterprises capable 
ipating in a united effort for defense. The more effective and 


Ol participat 
energetic these enterprises are, the stronger our economy will be. 

l appreciate that once a business disbands, it is practically impossible 
to recreate it. The engineering skills, the labor force, and the manage- 
ment are soon dissipated. Such losses are detrimental to our economy, 
and steps must be taken to avoid them. In the administration of the 
mobilization effort, we shall make every effort to keep such casualties 
to a minimum. 

The CuarrMAn. Thank you, Mr. Wilson. 

Senator O’Conor, have you any questions? 

Senator O’Conor. Mr. Wilson, I have a few questions which | 
think might be asked, although you have in your very comprehensive 
statement covered much that has been in our minds. 

In thinking of the position of small business in the entire picture, 
could you give us any further enlightenment as to the impact as we 
approach total, all-out preparedness on small business—whether 
In respect to any allocations of materials there can be anything known 
now as to what percent, possibly, might be taken up in the preparedness 
program? 

Mir. Witson. Senator, I do not think I could give you much more 
than an opinion as to what the impact would be, and it would be a 
somewhat sketchy one at that. 


‘ 


You may have noticed in the papers that vesterday the Defense 


Department gave the country their figures on expenditures for defense 
material in the next 2 years. 

Obviously, until those tremendous expenditures are broken down 
by classification of war matériel and then requirements of material, 
raw material and components, we are just not going to have the com- 
prehensive facts that we should have before us in the determination 
of what the impact is going to be on the civilian economy. 

Senator O’Conor. What I had in mind specifically was this: In 
your very interesting address of last week in Philadelphia, you referred 
to what you called the “pitfalls of mobilization.”’ From the standpoint 
of small business, | am wondering whether there are any particular 
pitfalls which might be pointed out to our committee and to the 
public so that we might make every possible effort to avoid them and 
to protect small business. 
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~ 


Mr. Witson. There are no pitfalls that I think are not substantially 
avoidable. 

I think the job of small business, with all the facilities to be available 
to small busmess which I have tried to describe, ous ee to be to pash 
their own business-getting for themselve Lo the nth de We ar 
groing to help them all we can in that 

| oo that method, the cooperative method—this all ben 


} } ° t 4 . . _' 
‘Ooradl teq now mM Mr Harrison Ss organization re Cah CePrLa 


( - 
less n the u npact on smé all business. 

In the last war we referred frequently to this “defense effort,’ and 
this “defense mobilization effort,’’ contrasted with the previous 
I spent a lot of my time in 1942 and 1943 on this question of how to 
direct the war business to smaller companies. If 1 summed up that 
experience for you, | would say that those smaller companies that were 
“on the ball” and vigorously sought defense business got it. 

| have YOTLC back over the record of one little segment ot Am rican 
industry, one company, and made a very careful study, after | left 
the Government and came back into mdustry, in a book that was 
compiled of the war record of that one company. I was amazed to 
find that the number of subcontracting companies that they sought 
and obtained ran into the thousands. ‘To be exact, it was thirty some 
thousand. 

I would say that was a pretty good distribution of the billions of 
dollars’ worth of business, and it ran up into a very high percentage of 


the total orders that that company took. 


I have talked to many of the subcontractors of — ee I 
mention it because I think the reaction would be pretty general. It 
was in the case of this one company. They did not aes facilities 


for doing an over-all job in too many cases; but, with intelligence 

exercised by the prime contractor and through their intelligence and 
vigor in going after the business of subcontracting in the main, they 
got a tremendous percentage of the total that the prime contractor got 
business that they never could have gotten directly because, as far as 
the over-all item to be made was concerned, they did not have the 
facilities for doing it. 

Small business has many facilities which we must use in this all-out 
effort. I, for one, want to find out every way we can do it. We talk 
about small business, medium Sinkaian ane big business as though 
they were opposed. They are not, in my business experience, which 
covers too many vears, — 

Perhaps I oversimplify it. Perhaps I could best put it this way: 1 
think this applies to as alality of small business, medium business, 
or big business to best mak c their contribution in this war effort. 

You know, it does not mak ce very much difference about the shape of 
a vessel, how big it is, small or large, into which you put milk. The 
cream comes to the top no matter what the shape of the vessel or the 
size of the vessel is. 

There are those who get up there with engineering and manufac- 
turing skills and, I hope, sales skills, so they will go after this business 
We have to help them because many of them do not know the pro- 
cedures as well as they should. I think we have to help them to do 
that. 

fedium business is the same way. Big business, admittedly, wil 
take care of itself; because of their integration, size, and the great 
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research, engineering, and manufacturing organizations, they are 
going to be sought. Perhaps the small businesses will not be sought 
to the same extent. That we must counteract. That is where we 
have to help, as I see it. 

Senator O’Conor. In order to stabilize our economy from which 
all these different interests can benefit, as you have so accurately 
mentioned, do you not think it is essential that controls be imposed 
promptly? 

Mr. Witson. Senator, you were kind enough to mention that you 
heard the talk last night. You will remember what I said about 
controls—which I hate. All my life I have hated them. However, 
I believe we must have controls. 

Senator O’Conor. Thank you very much. 

The Cuarrman. Senator Tobey. 

Senator Torry. On page two and page four of your statement you 
refer to the direct loan program under which loans may be made to 
private business enterprises for the expansion of capacity, the de- 
velopment of technological processes or the production of essential 
materials. What is the source of those loans, sir? 

\lr. Wirison. The legal source is the Defense Production Act. 
[t is in title 3 of the Defense Production Act. 

Senator Torry. The question is this: RFC is making similar 
loansat times. Would there be any clearing between the two agencies? 

\Ir. Witson. We will clear between the two. 

Senator Torry. Do you anticipate the return of rationing in the 

P — 


Mir. Winson. Not in ime near future 
enator Torry. You ec see 1t coming across the horizon? 

\ir. Wintson. Well, its sha low may "ws there, Senator. 

Senator Tonry. It is no bigger than a man’s hand, but it is coming, 
is It not 

\MIr. Wirson. It is no bigger than a man’s hand vet. If America 
can produce as 1 think it can produce, and produce increasingly, we 
can put off that evil day, and it would be an evil day in my book. 

Senator Torwy. Amen. . 

\ir. Witson. I would like to put it off as long as we could. I 
would hope we would never have to do it, but I would not want to 

rantee that. 

Senator Torry. What percentage of our economy, in your judg- 
ment, would become converted to war purposes as you see it now? 

Mr. Witson. There were very good figures received by us from 
the Defense Department yesterday. It was roughly $50,000,000,000 
a a year for the next 2 years. Can you see what that is? That is 

50,000,000,000 in relation to a national output of some $300,000,- 
000,000. 

However, that is not the story. Whe ‘n you have to get $50,000,- 
000,000 in produc tion of war material of various kinds then you cut 
more deeply across the economy. How deep that would be I do 
not believe we would be able to tell you percentage-wise until we have 
had a chance to break down this $50,000,000,000. Until we can 
break it down into tanks and guns and planes and then go back and 
break it down into so much steel, so mue He aluminum, what kinds of 
steel and so on, until we can more certainly determine how much 
plant expansion we will have to make, se only for that program 
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but for the program that we have embarked on and that is getting 
ready for the volume of production we would need on an all-out war 
basis. 

I said last night in the talk that Senator O’Conor referred to that 
we are already preparing for a production of 50,000 planes a year. 
This is where I came in before when I came down here in 1942. 
That was the goal, 50,000 planes a year. We began to come up to 
that and the first thing I knew I was called in and told 50,000 was 
wrong, that it was 100,000 and we better get ready for that quick, 
which we did. 

There came a month in late 1943 or early 1944 when we produced 
at the rate of 100,000 planes a year. That is what we are getting 
ready for again. We talk about 50,000. We will not produce that 
many, but we will have in place the ability to produce 50,000. This is 
really a part of the answer to your question, sir. 

We will have to prepare plants and tools, and have skeleton man- 
power in place, management, and otherwise, for 100,000 in case we 
need them and in case we have an all-out war. 

It is not simply a question of endeavoring to determine what the 
impact of $50,000,000,000 worth of war products is; the figure is 
much greater with regard to our all-out production capacity. 

Senator Torney. Do you have on hand now, or do you expect from 
the Defense Department a request clear enough to determine what 
the total is going to be? 

Mr. Wirson. Yesterday we got this figure. General Harrison is 
working with the Munitions Board and I presume the other elements 
of the Department of Defense, to get the figures broken down as far 
as we need them broken down to intelligenth r y apply all these checks 
on the material necessary, and to get the planning processes and the 
scheduling processes. 

In the last war we never got anywhere until we got the scheduling 
of all this tremendous, vast production down on a basis where we did 
not unduly load up one company, but spread the load, and so forth 
That is a part of the scheduling job. That will not be possible for 
months yet. 

General Harrison has a tremendous job of doing the various things 
to get this vast production scheduled out right, so that we know when 
we have to produce certain quantities of raw material month by month 
and all that sort of thing. That is a vast job which still must be done 
He has that all under way. Yesterday he got the first element that 
he needs. He got the size of the military program for this year and 
for the next fiscal year. That will give him a base. As he gets the 
breakdown of that from the services, we can then dovetail it with the 
civilian economy, see how much we have left for that and so on, and 
we will be in a much better position to program this tremendous 
production load much more systematically and schedule it better 
than we can today. 

Senator Tosry. Up until yesterday you had no exact figures from 
Defense? 

Mr. Witson. Not exactly. 

Senator Tospry. Now the new figures are here? 

Mr. Wiuson. Yes. 

Now, the next thing we will need and will have from them, I am 
sure, is a schedule on when they need it. I mean month by month, 
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how they want us to bring it out. That will all have to be brought 
back. 

Senator Tosnry. Taking the four salients of steel, aluminum, copper, 
and oil, are the resources of this country in the production of those 
four great salients sufficient to meet the needs according to the defense 
picture as you see it, with no new production coming on, spurred on by 
the wa r effort, with no serious gaps in between, no man’s land, where 
we will be dry, short, or scanty? 

Mr. Wizson. I could not give you a yes or no answer on that, 
Senator. A month from now when we have broken down this 
$100,000,000,000 into the quantities of steel, cop yper, and aluminum, 
when we know how much we want, when we want it, month by month, 
then I could answer that much better 
In the case of steel, there is little that you will be able to do about 
it even if there is a shortage. I personally do not believe it will be 
too serious if these new facilities come in which are projected. How- 
ever, there will be a period for the next couple of years, while we are 
vaiting for them to come in, where we will nasa to do a great deal of 
juggling; | can see that. There will be shortages. There is nothing 
we can do about that now. 

The production of those newly projected steel mills is too far off 
to be of imme ou ite help obviously. 

In aluminum the situation may be better. The new facilities may 
come in in time to prevent too serious shortages. 

In copper, I think the situation may be a little better and if the 
efforts that are being made to steam up production and output in 


co »per can be pushed forward, it will not be too serious. 


om nator Lonny. In the last war, on copper, the high cost to produce 
it was subsidize agatso muc h a ae Is that contemplated now? 

AYE M 1LSON. [| am ashamed to tell you I do not know whether it 
is by subsidy. Of course, the spent nt price of copper is pretty high 
as it is. In the last war it was about 12.5 cents and the present 
| eis about 24.5 « ents. That is a pretty high price. 

Senator Tosry. For the inform: tion and edification of the Senators 
present and the Congress in general, would you, in your own frank 


way, tell us what the relative spabidonn are of one Charles Wilson, 
Mr. Har rison, and Mr. Symington and their powers in relation to 
each other? . 

“Mr. Witson. I can tell yvouona couple of them. I tried to describe 
the organization, sir. You may have noticed I defined General 
Harrison's operation. [ sec you have a chart there which goes into 
it much better than I cou 

Senator Tospry. No; it is not as good. The chart is a dumb thing. 


{ { ] 
yu are far from dumb. Goa 


ahe: ad. 

\Ir. WiLs N. Mr. Harrison will have complete responsibility in 
the operating field over all these production- procurement matters. 
That is No. 1. His office reports to the Director of Defense Mobil- 
Avion. 


\[r. Symington, I believe, rep rts to the President in an advisory 


i } ] } P 2 ] 
capacity, In a rathel veneral and broad group of things and acts as 
an adviser to the President in these matters of general concern 1n 

' coe ‘ 
these turbulent times. 


Senator Toney. Specifically, what is his relation to you? 


Witson. Very friendly 
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Senator Topnry. If it is not, let us know about it 

\Ir. Wiruson. We start from the base that we are old friends and 
we vet along ne, 

Senator ‘VoREY. 


Mir. Wiisox. That is richt He is in the electrical ind try n 


vhich industry [I spent a couple of vears We get alon ay HH 
was been in other businesses too, but my friendship with hu \ 
Dack long pelore he Was in the el etrical bu 1h) 8. 

Senator Torry | have a last question and then you will sav with 
Shakespeare, ‘For which relief much thanks.” Here it comes 
You mav not want to answer it, but 1t is entirely separate from 
( harl ; Wil n 1) 1 of mobil Lion in . OUNLI or Cha - 
Tobey, a Senator. 


ye 
We are ina country stor Ip in New Hamp hire and | say tO you, 
| 


: _ cer : 
“War is imminent and we are all tmehtened to deat 


situation and we are taking it deadly seriously Ktussia is our com- 

on enemy, SOW believe The que tion is, if America must co ahead 
under the egis of ¢ harles Wilson and others, to butld up oul cit {( rs 
mechanisms Lo \ hat the \ ought LO be and do thre best we can, vhy, 
if war is so imminent, whv does Russia give us that time element to 
wait and prepare instead of striking now?’ 

What is Charles Wilson’s opinion on that? 

Mir. Witson. That is a $64 question, Senator 

senator Tosi \ i am co! ine to a So4 ft llow. 

\fh Wu SON, Not | his OWTL OPLHlo 

Kor my answer to that I will go back to the last war | believe if 
there was one thing in the last \ wo that Nussia found to admire n S 
in America, it was our tremendous productive capacity. In talk 


to manv Russians it was my job to contact in the last war, | was 


. 1 } ' f jceeell . ] . j . 
perfectly amazed at ther knowles re. oL our tremendou pl LUCTLIVE 
capacity, and of their admiration of it, but principally then knowlede 
™ ] j 4 1} j 1 J 4 

Chev knew wha \ ould do; there was no question about that 

' | l 4 1 ‘| | 

i have taiked to Oi invU itl \ nh Si Ih \ WILO OW 
have expanded It is no secret to them that since the last war o 

| } 

productive capacities in this country have tremendously expanded 


} 


We have just exercised Our muss les in the period trom Pearl Harbor 


4 ) ia . : ; A at ; b 4 
LO the end of the war, and we suddenly came to a realizs tion ot how 


much we could do thi Nn, but ‘ven since then we have rone on. Many, 
many s nall COMpPAes and DIF COTMPALES have made further eCXpal 
sion. Out latent productive capacity in tl country is simply tre 
mendous, if we have the raw materials to process that productis 
capacits and we have to vet that 1 think the Russians KHOowW that 
While we talk a lot here in America about some of our weaknesses 
and the slowness and the contusion in Washington and all that sort 
of thing, the fact is that the product ve capacity 1s there and it ts 


retting under way. They know it. 
While I have no doubt they have weighed their advantages in 


manpower and they know they have the big advantage, thev also 
KnLOW thi se Oo her thin rs While they talk : bout the LLOTILL oOmMmp 
and they are s Ippos d to have it, I think they know not as much as 
the officials in America know—about our efficiency in production and 
effectiveness in atomic bombing, and I think they have weighed all 


those things 
| do not think the Politburo is dumb, ‘That is it. 
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Senator Tospry. Thank you. 

The CuarrMan. Senator Long. 

Senator Lona. In the event we were forced into a war, you realize 
there would be a difference between World War LILI and World War IT. 
Kor example, in World War II were you not confronted with the 
difficulties of having to reorganize production in the event that major 
defense centers were struck? 

| hear a lot of people talking about the damage we could do to 
Russian industry. In fact, some of our Air Force leaders seem to 
think we could almost wipe out their major production. <A lot of 
people do not take into account the fact that we could expect counter 
measures. 

I notice a statement in the press today bv the head of the American 
Air Force that he will be expected to stop between 20 and 30 percent of 

he bombers sent this way, which would leave the inference that 
vetween 70 and 80 percent of the bombers sent to America would get 
through. 

| take it that you are taking ito account that we possibly will have 
that problem to deal with in the event of a world war ILI. 

Mr. Wirson. If you will remember, I am a Johnny-come-lately 


I 
1 
i 


around here to be answering questions on that subject. I came here 
only t Wwe ks aco today. 

Senator Lona. I was one of those who voted to confirm you without 
even looking at vou. We expect you to know something about this 


business. 


rets. 


Mr. Witson. I hope you have no reg 

Senator, as this thing goes on, just as we did last time, we will have 
to pay a lot of attention to that question. At one Stage we heard 
Hitler was going underground with his great factories and so forth, 
and then we heard Russia was trying the same thing, and I think the 
time will come when we have to pay attention. We have not to any 
creat degree vet, [ do not think. 

We must get all business working on this job to the fullest possible 
extent If such a calamity befell us, we would be able to handle it. 
We will find a way. America always has and it will do it again. 
However, we cannot be foolhardy about it and there will come a time 
in these preparations when I think we will have to pay more attention 
to that, perhaps, than we have today, sir. 

Senator Lona. Of course, small business does have one advantage 
in that it is dispersed. It is scattered all over the United States. 
Our major industrial plants have their assembly line and their parts 
production in the same area. That will make it advantageous insofar 
as possible to channel as many projects as you can into small-business 
channels. 

Mr. Witson. One thing to be added to that statement, I think, 
Senator, to give us confidence in the thing is, you will remember that 
big business and medium business have substantially gone to a greater 
degree of decentralization of plants than before the last war. If you 
will excuse my talking about the “‘little outfit’? I used to work for, 
but it is about the only one I know individually. 

I think when we went into the last war we had between 49 and 50 
plants, I have forgotten exactly. I know that when I left that ‘little 
company’’—reluctantly—a little over a month ago, we had 120 plants 
and they were scattered from coast to coast. 
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That degree of decentralization, I believe, has gone on all over the 
— d States. That would be in our favor in the case of so calamitous 

thing happening as you have foreseen. 

Senator Lone. That is correct 

One other point I had in mind: You spoke of productive facilities 
in being. I completely agree we should expand our productive 
facilities as much as we possib lv can 

However, in speaking of produc tiv facilities, it seems to me that 
some people overlook the fact that if we were subjected to a surprise 
attack again as we were at Pearl ae there would be some gap 
between the time when we could reorganize our productive facilities 
that may be attacked and get new assembly lines going. That being 
the case, it would be important that we have a large supply of the 
essential arms, such as planes, tanks, guns and things of that sort 

I hope that in building the productive facilities we are not going 
to overlook the fact that even though the present jet plane may | 
obsolete 5 or 6 vears from now, at the beginning of a war it would be 
a very useful thing to have on hand. 

Mr. Wintson. May I answer that off the record? 


Senator Lona. If you,would care to, you might answer 


la 


it in closed 
session or write us a letter about it. There is no reason to answer it 
off the record, Mr. VW ilson, because Wt have a lot of people here 


Mr. Witson. All right. 


I have given a lot of thought to that. Perhaps I could say just 
this much about it, Senator: I think one of th a foolhardy things 
America could do would be to so plan its production for the next 


couple of vears that the rising curve of production would be almost 
straigh t up for 2 vears and then when we have all the equipmen 

need for the training of our troops, when we have all we would need 
and os _— time we could have enough for, say, the first vear of all-out 
war—if we did not shoot it away and there was no war, we obviously 
coul \ not keep producing at that rate. Where would we put it? Not 


only would there be the question of obsolescence, and vou know how 


fast this war materiel becomes obsolete. The jet ] plane that I thought 
was a honey a year ago Is how O bsolete and there Iss ynethine far 
better. We have all tha If you ever got that curve of production 


rong up for 2 vears as fast as you might or you could. and then we 


were just in the cold war period as we are now, for tax reasons and 
others vou would have to come down and what would happen to this 
economy | do not want to think about. If you take out $50,000,000,- 
000 or $60,000,000,000 of that production, | would not want to be 
around when it did that. 

Senator Lona. I do not believe the average American is as much 
worried about the danger to the economy of falling production, of 
having too much arms, as he is about the danger of being forced into 
a war without being completely prepared for it. It is like the soldier 
who goes out on a patrol with only one clip of bullets for his machine 
gun. He would like to have a margin of safety there. 

Mr. Witson. | am going to repeat that. I tried to answer that and 
I do not think you got my answer. I think the production curve 
should be high enough and fast enough to give us everything we need 
for the training of our boys who may be drawn into a world conflict 
and, on top of that, everything we need to fight the first year’s war, 
everything we need for that. No boy in my plan would go out with 


78662—51—pt. 1——-3 
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one clip when he ought to have a hundred or a thousand. Do not 
misunderstand me on that. 

from that point on, when we get there, then I think we ought to 
have so built our plant and our productive ability that we could fight 
a war off the production lines. Remember now, I said we had 1 
year’s stock of everything we need, and then you fight the war from 
production lines. Then you do not ruin your economy. Certainly 
a sure preparation for war is giving them everything they need first, 
u must think about the economy too. 

Senator Lona. If we had 1 year’s supply, I would accept that 
mvself 
\ir. Winson. I think that would be all right if you got into the 
details of it. 

Senator Lone. Ou was mentioned earlier as being one of the vit il 
things. In the event of war, we would need all the oil production we 

ld get. There is a lot of small business involved in oil production, 
particularly in the South and Southwest. 

One problem has been mentioned to me several times by people 
from my State of Louisiana. Small producers found that even before 
Korea they were being squeezed to a strong degree for material, pipe, 

nd casing for oil wells. They seem to feel that the larger companies 
were having no difficulty in getting steel, either because of their con- 
tacts or because they were able, over a period of time, to place large 
orders and in dealing with suppliers they were able to commit them- 
selves over a long period of time for immense quantities. 

There are a large number of small producers who seem to feel that 
in order to drill a well they have to pay directly or indirectly, through 
some contractor, two or three times the proper price for steel pipe. 

Do you feel that is a type of problem that might be alleviated to 
some degree by your agency? 
Mr. Witson. If it is true that there is that degree of small distri- 
+} } 


bution; ves. There will always be alleged maldistribution of raw ma- 


terials in a time like this by any industry. You never heard a louder 
squawker on that subject than Wilson before he came down to Wash- 
ington One of my great squawks was that small business, medium 
busine ss, was getting all the material and | could not get any in com- 
parison to operate my business. I was a squawker, too 

If there is that degree of maldistribution in that particular business, 
certainly I think these agencies we have set up ought to get into it, 
find ou about it, and cure it to the extent it is curable | think that 
would be curable if it is anything like that. 

If you will take the experience of one ex-businessman, before I 
came down here I was ready to wring this fellow Harrison’s neck. 

Senator Lona. Your position is that if small business can make its 
case and prove that it is being treated unfairly, it can be relieved? 

Mr. Wintson. You have the organizational structure there and the 
men who want to do it, and I do not think there is any question but 
what there will be no maldistribution that can be prevented by the 
Government. 

Senator Lone. Thank you very much. 

The CHarrMAN. Senator Hendrickson. 

Senator Henprickson. In answer to a question from Mr. Tobey, 
I understood you to say you had no exact requirement figures until 
vesterday. 
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Mr. Winson. I am sorry if I created that impression. If I did, ] 
would like to correct it. 


Yesterday we rot the over-all package for the next 2 vears We 





know what orders have been placed to date with industry, but vester- 
day we got the size of the package. Perhaps even before those orders 


are placed we will begin to get the breakdown. the materials and all. 


ind the s ‘hedules as to Ww hen that is needed That will be tremen- 
dously helpful in giving us something we need badly, facts to deal 
with mstead of opinions 

Senator Henprickson. I am glad to know that because I was fear- 


ful that perhaps some of your regulations were bas | upon some 
lement of ous sswork 


Mer WILSON. It could be It could be, Not purposely, [ as 


' MI 
you. 

The CuarrMan. Senator H imphrey. 

Senator Humprrey. Mr. Wilson, just about 2 or 3 days ago the 
Select Committee on Small Business of the Senate presented a report, 
and in that report there is an up-to-date analysis of the findings of 


the Small Business Committee which refers direetly to the problems 
f small business. 


I would like to read one statement from the report and then ask 


your observation. ihe statement 1s on page o. 
Inflation, the virus X of small-business balance sheets, has already exacted 


Then skipping over to page 6 
Tt a } ted 


“ \ ected that ‘ nrocdueer many 


wd pl 
\ \f 1 ] ? ] ? ; . 
Now, Mir. Wilson, I did not hear vour speech, but the morning press 
j ] : ‘ } ] 
carried it and I was one of those who enthusiastically applauded 
vour clear-cut statement on what action should be taken. 
Do you have any idea or are vou able at this time to express any 


idea as to when the small-business concerns of this country and the 


i 
people in general can expect effective wage and price ceilings, or con- 
‘ | 4 4 ] 41 4} 4 ; 

s, let us put it that way, and other anti-inflationary efforts on the 
| rt of the CrO\ Line it? 


Mir. Wintson. I would not like to express a timetable this morning, 
Senator 


Senator Humpurey. I appreciate that, but you have made you 


ollie lal expression Ss to the need 
\ir. Wintson. | think there is no more important issue before the 
country today than that. I believe that we must stop inflation. We 


must ind a wav to stop if 


Senator Humpurey. As I sav, | am very much pleased that you 


mn vour very responsible position, have made that statement. | 
think it will help a great deal 

l asked my question, Mr. Wilson, because it is my opinion, and | 
think it has been substantiated by the committee report, that many 


of these small-business institutions, medium-business institutions 
and others that have been established since World War Il have a 
limited amount of resources. They have fine plants and, in fact, 
they have expanded so much that many of them are deep in debt 
and their capital resources are limited. 
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Therefore, if they must go out on the gray market and pay the 
price just to stay in business without any defense orders, as our report 
points out—-for example, one firm in New York offered sheet steel 
at $350 a ton, a figure which is $225 a ton higher than market or 
legitimate price. What I am worried about is that that the casualty 
“4 in small business, the insolvency of small business, may step up 

) fast that we will have lost many of those plants before they can 
actually get into production. 

The question is this: Are you, as chief of Defense Mobilization and 
as the Director, with equal candor and with equal enthusiasm and 
energy, going to demand there be a better system of priorities and 
allocations and a quicker dispersal of defense orders to small-busijess 
firms? 

Mr. Witson. Senator, that was one of the purposes of the reorgani- 
zation plan for the country’s mobilization. That was one of the 
principal purposes of it, the priorities and a study of the requirements. 
[ think I moved into that sphere, or area, 2 weeks after I got here. 
It is under way now. General Harrison is setting up his organization 
to clarify all the procedures and get the thing set up so we can vigor- 
ously attack all these problems. That is one of the purposes of it 

Senator Humpurey. | have just one or two more questions. | 
thank your for your answer because I gre what we need now is a 
voice of solace, comfort, and confidence, too, for the small-business 
firms to keep them feeling that it does ts son: some time to get these 
regulations properly stated and effectuated and that they will be given 
some relief. I am sure every Senator on this committee has been 
besieged by firms in his own State as to the problems that beset those 
firms. 

Mr. Wiison. I get a hundred a day, Senator 

Senator Humpurey. I know you do. 

That leads to the question which I have next. I am a newcomer 
on the Washington scene and I want to say that I have read about 
people being led into the promised land but it seems people are coming 
down here to the “promising”’ land. It appears to me that almost 
50 percent of my State is in Washington looking for something. I 
mean looking for some answers. 

Is there some way this*Government of ours can trust somebody 
out in the region? Is there not some way that we can decentralize 
this operation so we can place confidence and trust in regional directors 
and district directors. Is there not some way that we can say to our 
friends back home that they do not have to make this trip? 

In other words, ask them, ‘Is this trip really necessary?’ So they 
can stay home and get the answers there. 

Mr. Witson. Of course, Senator, it would be a shame to take away 
the trip to Washington, but aside from that, yes, we will have regional 
groups and that whole organizational structure will be set up and 
functioning vigorously very shortly. 

Senator Humpurey. With authority to act, Mr. Wilson? 

Mr. Witson. To act within policies established. You will have to 
keep control of it because you cannot have one region going off in 
180° different direction from another, but within certain policy 
limitations, yes. 

Senator Humpurey. | would like to emphasize the importance of 
establishing regional offices in whatever areas may be designated so 
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that there is decentralization with authority under general policy, so 
there is some decentralization. Just as my colleague, Senator Long, 
points out, in the importance of plant decentralization, it seems to me 
the bottleneck all the time has been overcentralization in the Nation’s 
Capital and not sufficient governmental decentralization. 

Mr. Wiuson. That is right 

In me you have a fellow who believes in decentralization to th 
fullest possible extent, and never believes in giving the responsibility 
unless you give sufficient autl 

Now, that is going to apply to these regional groups, as long as | 
am around here, to the fullest possible extent. It may take a little 
time to get all this functioning. It took a long time to get it fun 
tioning before lor instance, the regional offices of the War Produc- 
tion Board did not really begin to function to their fullest degree until 
late 1943, 1 beheve, at which time it was going in fine shape. 


We do not want to re peat that now. While we are not in total war 





nevertheless we should have learned enough from that to get these 
offices functioning and take full advantage of their local knowl ag 
and all, o help the Peco} le Ini It, and LO help the over all cause. We 
will do it 

penatol iH PH \ \"\ ilso1 i is rel ead to the chart whk h 
we have and I think it \ tor Tol ha ked the questio1 
It was not the toa but I think it wv the 2 questioi 
abot t | Ham s{ ( l | L1On iil hie | LLel pal oO; VOUT 
prepares ks | think vo | to on ral office to wh 
iri could loo | to derstand tl 
(e ( ) (| Mun O} } B - Ol 
Pre o ( ~ i) OO}! thorivy 

\] \\ ON \ | ( il bawe Stublished 0 
tional cture } yp) d with rheé MOHNSLDOLUILY 

| - | imi) ) ral DI of ord ri 
( 1 ] (j > ri thy Orde! | | hie 
! l\ Li tf hi ( nvih 
1) NPA I do ne KIM how | Vi 

) } Wit | o hill it 3s | ( | 

1) - } ood Dyed O ¢ Il | On 

ble Veve (a } i | OV" ( ii b| l o'¢)] LO } 
Live de l Cire oO; 4) ! ) CLUI \ ! 
t he o handle tl . ] t 

“ or | | la ti ystem of allocations whi h 
\ir. Harrison and ot s have worked out, and the voluntary plan 
vhieh has be { er Way, Hit would work It takes into considera 
Lion. he ord Uy if [I rere SOS t} a | have heard from, the histori 
| | Ou | of i CO | \ | li‘ tioned this a while avo but 
wanted to t ti ord 

Here 1s a co aN that was tablished, let s sav, right after the 
war, starting o In 1946 it is obtaining steel from some of the 
large s eel produc eZ COM Panes. Well, there are other companies 
in the same area that have a background of 20 vears of purchasing 

el from certain supphers. When they start working on the basi 
of the historie background, this Johnnvy-come-lately plant finds out 
that despite the fact that it has the finest of new equipment, the best 
of plant facilities, the highest of skills in its manpower, that it is just 


out on a limb, the older plant which may not have anywhere neat 
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the efficiency, nor the productive capacity, but because it has a 20- 
vear history, will get the steel. It is somewhat like a seniority rule 
for American business. , 

| think we can endure it in the Congress, but I am not sure we can 
endure it in American business l am wondering what plans the 


Government might have for doing something a little bit more effective 
in behalf of the newer companies. 

Mir. Witson. Senator, since you are voing to hear Gene ral ae 
will you have that question read to him? In the first place, I do not 
lave any idea that the 20-year historical ba kground of a pads 
has anything to do with the allocation of steel to them to lay. That 
is not the case to my knowledge. If that were true, 1, in my little 
business that I ran, would have gotten a lot more steel than L did 


Senator Hi MPHREY. I did not mean by the Government, but by 
the voluntary plan of the compan ‘s themselves. 

Mr. Witson. Well, it never helped me, I can tell you that. If this 
has been going on, I certainly have been living in a fool’s paradise 
about it. Of course, the old customer undoubtedly, under a voluntary 
plan, gets more consideration from some people. However, Mr. 
Harrison is going to resort ultimately, | suppose, to a control plan, 
CMP, or something else. He will tell you about that and perhaps it 
will cure some phases of that. 

Senator Humpurey. Thank you very much, Mr. Wilson. 

The CHArRMAN. Senator Schoeppel. 

Senator Scuorpret. Mr. Wilson, some of the an Senator 
Humphrey has ag oe n of are partic ularly pointed in our area in the 
Central West, in Kansas, in a lot of the newer manufacturing plants 
I want to say to vou quite candidly that what Senator Humphrey has 
referred to, according to my mail and what men have said who come 
to Washington to see me, that has been pointed up as one of the serious 
problems confronting us out in our area now. 

| would like to ask you this: Will small business interests, through 
their advisers who are given an opportunity to be heard here, be con- 
sulted on these allocation quotas, and particul: urly those who are going 
to be outside of oo positively defense order character? 

Mr. Witson. With regard to the allocation of material? In the 
final analysis, ee when the Defense Production Administration 
determines what the material requirements are for this tremendous 
defense program, then all the other materials will be allocated which 
are left for civilian production. It will have to be ultimately allo- 
cated in the shortage items. 

Senator ScuorepreEt. That is the thought, of course, that was car- 
ried out in the legislation. 

Now, you have industry committees provided for in an advisory 
capacity. For the first time, as you say, you have received _ the 
powers that be what their needs or requirements are. Is it your 
thought that through these advisory comn ittees vou could ai out 
to those men and to those representatives who, in turn, would get it 
to their industry, and their industry membership, these breakdowns 
as quickly as possible, to disseminate this information throughout the 
country and prepare them for what the v have to cut back to on all of 
those things? Is that your thought’ 

Mr. Witson. Yes, I think that through the medium of the advisory 
district and the Washington advisory committees, where we will have 
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small-business men, of course, as representatives, along wi 
others, the knowledge can be disseminated through that med 
good shape. 

Senator ScHorEPPEL. That will save a lot of misinformation getting 


1uin in 


around and a lot of working at cross-purposes by the members of thx 
small business gt ‘oups working unde ‘the organizat ions you have sect up 
There are problems which are going to be confronting you. Do you 


not think we ought to do a minimum of talking about what we 
going to do, rather than building up a lot of false impressions over 


j ) 
Lhe country: 


Mr. Witson. 1 certainty do not think we should give out 
information in speeches or the Voice of America or anything el 
that is not factual. I think, myself, to tell the world that we ar 


strengthening our production muscles to the degre e we are, L cann 
see that that would do any harm, Senator. I would think it would 
do rood. 

| tried to answer that question a little while ago. I think t 
good information for the enemy to have. 

Senator ScHorEPPEL. | agree with vou on that, Mr. Wilson, but 
there are going to be other things. Men in your capacity and men 
in responsible positions will not be able to give forthright answers to 
certain questions because it will tie into a lot of vital defense factors. 
We ought to use a degree of caution to protect our over-all picture 
because in doing that we will affect the defense picture of our country 

Mr. Wixson. I could not agree with you more, Senator. If under- 
lying that you have some question in your mind about this speech 
1 made last night, let me tell vou, in the first place, that that is No. 1 
[ might also tell you there will not be many more. I had a purpose 
I hope it was a good one. I had a purpose in making it as I did 


Senator SCHOEPPEL. | am “— criticizing you on that. I am not 


iat 1s 


criticizing anybody. However, I do appreciate that you men have a 
responsibility and you cannot be expected to go out here and give 
detailed information on a lot of these factors. The public must 


understand that and we must all understand that it is our respon: 
bility to protect you in this regard. 

Mr. Witson. Thank you, Senator. I am surprised how well the 
public does understand. The general public does seem to be quit 
understanding about it. 

Senator Scnorpret. Thank you. 

The CHatrkMAN. Senator Benton. 

Senator Benton. The colloquy between Senator Schoeppel and 
Mr. Wilson reminds me so forcibly of the advice I received from Sen- 
ator Hayden when I came to the Senate, and perhaps you will exc 
me in re peating it, Mr. Wilson. Senato ‘Hayden said, “Bill, you e: 
always explain a vote, but you can never explain a speech, 

| think that seems to be the doctrine ‘of our Wilness. 

If | could, Mr. Chairman, for a minute I would like to congratulate 
Mr. Wilson on his statement and say that it confirms an opinion that 
came to me from businessmen all over the country at the time of | 
appointment, that his was the best appointment the President co 
have made to this very tough and difficult job. The President often 
gets lambasted for his appointments. I think in this case we could 
pause to pay tribute to him, as well as to Mr. Wilson for taking thi 
tough responsibility. 


“. 
j 
itl 
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I think Senator Humphrey asked the tough question: When are 
we going to get these controls? You are on the front pages of the 
morning papers, Which you have not seen, which certainly makes you 
unique among the executives in Washington—not to look at the 
morning papers—demanding controls under law, and the implication 
of the front pages is that you want these controls quickly. 

\s an ex-businessman from Bridgeport, the most highly indus- 
trialized city in the country, you can imagine that more people from 
Connecticut come to Washington proportionately than from Minne- 
sota. 

Subscribing wholly to your first sentence, Mr. Wenge in your last 
paragraph, “I appreciate once a business disbands it is practically 
impossible to recreate it,’”’ we are in the position cient in Connecticut 
of creating a lot of dead heroes. Some of these businesses are out of 
copper and tell me that they cannot operate. They come to Wash- 
ington and say they are about to go out of business. My impression 
is that the urgency of getting the allocations is perhaps even greater 
than the urgency of getting the price and wage controls. Do you 
think that might be a fair assumption? 

‘ir. Winson. Yes, I think so. Of course, I think there are two 
things that must be done concurrently, and I can give you ag 


assurance that Mr. Harrison’s organization is paying a great ae 
attention to this question of the control of the use of materi 

lor example, if it was found as we break down sasaidicunedld s set any 
material that we have been too tight on it and we believed we had 
to have more of it sooner for the national defense, undoubtedly as soon 
as he finds that out he will spread it out for civilian production or any 
other kind of production as fast as he can 

\ir. Harrison is trying to get the facts on all the materials in shortage 


and when they will be needed in war production so that they may be 
divided as id as possible to keep the civilian production and the 
many, many firms operating with the least impact on them by this 
program that we can have. It is a big job. 

Senator Benron. What is the difference between your answer to 
Senator Tobey’s question about rationing being the thin shadow of a 
man’s hand off the horizon and the word “allocations’’? 

\lr. Witson. I thought the Senator meant rationing as we talked 
about it in the last war. 

Senator Topey. I did. 

\ir. WILSON. Allocations is something different. 

Senator Benton. Allocation is one narrow segment, division, or 
branch 

Mir. Witson. That is right. 

Senator Benton. I think that is the key, or problem, Mr. Chairman. 
It is the only thing upon which I wished to question the witness 
the urgency of the deadlines, of which I am sure he is thoroughly 
Conscious. 

The CHAIRMAN. Senator Gillette. 

Senator Gitterre. First I want to apologize to the chairman and 

Mr. Wilson for not being here for the initial presentation. I had 
an appointment with a dentist. 

The first thing I heard when I came in was 

Although the Office of Defense Mobilization and the Defense Production Ad- 
ministration are directly concerned with procurement policies and prograins, the 
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actual contracting is done by the Defense Department and the procurement 


agencies of the Government 


which is undoubtedly true. 

Then you called attention to the second succeeding paragraph to 
the section in the act that we passed, urging that small-business enter- 
prises be encouraged to make the orTreatest possible contribution, and 
you felt that all agencies would carry out the spirit of that injunction 
to the best of their ability. 

You also spoke of your former service here in 1943, 1944, and 1945. 
I was serving here at that time and I know something of the superb 
work you did and the effort that you made. 

However, we had the same difficulties then that we have now. 
There is a wide difference between a broad generality of that kind and 
its administration. In the last analysis it is the administration of the 
act, rather than the assertion that we are going to follow certain 


ceneral principles If we do not do that. it becomes. aS my colleacue, 
Senator Tobey, would say, quoting the Bible: ‘Sounding brass and 
tinkling eyvmbal.’’ 

Krom what | have heard from the Pentagon, | think 3; mo 
SOouUnTLdaInN bras 

Getting down to specifications and stating why I am making tl 
statement, I, as all the Senators have, h: had contacts with co 
Stituents back hom | have 2a concerh | lowa I L Sone » Mo 
ago was much ted m bid on a cor od 
bye ic! rt ed {© | © t cont ‘ a 
ol thre lo i i of col } ( } t ‘ i ( 
bid an ow bi ! | ‘ i\ 
cont cy } »| id Ss 10 \ Gd ) 
1a VISé I ta hye {| \ hoy dd ? ' ( 
ot} ontacter } lo rye COl Vis 
\" \ Cis] rf { ( < 
Lo I | Loo} Wt \ { t | 1) l ( } a 
were gI { cl ao i tH 
an offies ol BY Io PDQ ( | W( ld n 

} Pe rye | a t( 1 ; ! CO ( | 
I Ss ad d dav before yesterday from | r bi 
bye rede } hye r1IS¢ oO} thy, eco?! ) tito C tho hy t Wo 
be able to earry it out fulfilling it at the pri | had quo 

| wired Oho and the Office of Defense down | ( and per! 
did not express all the sweetness and light that might ( na ( 
by a man who had better cor trol of his feel ors i received a WV 
from them yesterday which is now on my desk to the effect tl 
seemed to them that perhaps the bidders would not be able to f i] 
the contract at the low bid, as thev were advised by competitors 
and they thoucht they would proceed to ecotiate a contract for this 
material and would reject all bids 

| } i ( Orne (} es] ) which ( ¥ . ¢ i] os = 
aHnswel I wou ld LS if of hin d | n | \\ edo vO } 

Nr WILSON On that one, first we would have to vet sol hod 
the Defense Establishment to give us the facts fi their side | 
heard of such cases, Senator, i the la t iracas nad tl \ eC ¢ 
sides of the fence, 1 will admit to vou In some Ses was 


: } } ! } : i: ca a . 
thing we did not let peopie take bids. It wo i have 1 
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of business. There were cases like that. That went for large com- 
panies, medium companies, and small companies. It was just mis- 
takes made in estimates of engineering requirements and that sort of 
thing. It is not well to let a person take an order when you know he 
to go broke. Perhaps that is what is involved here. 


! ‘ 
til 


Is yomg 

Senator Gituterre. Is that not going somewhat on the paternalistic 
side? 

Mir. Winson. Of course, if it was a big company and could well 
stand it | would iorget it because they could stand it. If it was a 
Littl company, I think I would be a little paternalistic if I were the 
contracting officer. 


nator Torry. You micht t 


nit 
se ‘Il him that paternalism has not been 
entirely unknown in Washington for the last 16 years. 

Mr. WiILs N | would rather Vou told him. lt ought to bye laoked 
into. It could be so many things. If it is exactly for the causes that 
seem to be indicated, though, 1 think somebody made a mistake. 

Senator Gitterre. | am confident of that. 

Mr. Wintson. I read General Marshall’s instructions to his people. 
Of course, instructions like that in a big organization are no better 
than the men who have to carry them out. Somebody may have 
slipped. I know what General Marshall’s intent 1s on this and | 
know he will werk with us to try to carry it out equitably and fairly. 

Senator Gitterre. I thank you, Mr. Wilson. That is all. 

The CHarrMan. Senator Benton wishes to ask another question. 

Senator Benron. Senator Long discussed an idea with me and I 
Was going to query you about it and I forgot it. 

| think one of the most important parts of your testimony, Mr. 
Wilson, is the part that emphasizes the need for initiative and enter- 
prise on the part of the businessman himself, and in the small-business 
clinics throughout the country, which this committee has been 
conducting, I think that point has been hammered home and 
emphasized throughout. 

I like your phrase that the small-business men on the ball who 
vigorously sought business got it. 

On the other hand, there are ways to stimulate the attentiveness 
of the buyer to the problem. President Truman earlier this year 
ordered all Government departments to file reports each quarter on 
the percentage of business they placed with firms hiring fewer than 
000 men Because each department had to do that, it became a form 

lf-policing. You do not have to worry about it but you have the 
other fellow thinking about it. 

Senator Long asked you about the large business firms. I think we 
can agree they often are paternalistic. General Wood will not let a 
man take an order for Sears Roebuck if he feels the man will Lo broke 
taking that order. There is a paternalism in business as well as 
government 

Senator Long’s suggestion was: “Could your big suppliers in the 
defense effort, at the time they make their bids, or on some basis 
perhaps of quarterly reports, be asked to furnish regular information?”’ 
Not that he would make particular use of the information, but it 
would help to check on their own policies to the extent that they are 
subcontracting. I think the Government’s definition is “Firms that 
employ fewer than 500 people.”” You may want to change it. It 
is as good a definition as you might want to take for a small manu- 


facturing plant. 


ot sell 
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Mr. Witson. I think 500 is too high myself. 

Senator Benton. That has been the yardstick that some one of 
our predecessors arbitrarily pul down. 

Mr. Wiuson. I think that is pretty good business,myself. I happen 

have been brought up in a little business where we did not have 
500 originally and I have pretty high regard for such a business. Ws 
only had two or three hundred employees and that made a great 
Impression on me 

nator Benton. Instead of talking about small business, I like 
to talk about small independent business. When you inject that 
word ‘independent,’ which i Is a cometh rood extra word, it helps you 
make the vardstick at 500 instead of making it smaller. 

\{r. WILSON. That is very vood. 

Senator, I have forgotten now how it came about, but I could 
check the records. We will take a look at how we got that informa- 
tion. Asa matter of fact, there was a time in 1943 or 1944 when we 
got it regularly. I do not know how or why, but it was very helpful. 
Whether we got it generally or just from the hundred concerns that 
got most of the business, I do not know. We will look into it. I do 
remember we got it. [was amazed at the data. When I went back 
to private industry all that data was available in the company | 
came back to: where they placed their orders, who got them, and why. 
If it can be done by one segment that size, it could be done by all of 
them. We will look at it, sir. 

Senator Benton. It was Senator Long’s idea and I thought it was 
a good idea because it makes the big fellow check up, just as the 
President, in his Government order, got the Government departments 
to check on themselves 

Senator Torry. May I ask Mr. Benton a question? Is it correct 
vou have been asked to submit estimates for equipping the Senate 
Chamber with Muzak? 

Senator Benton. I thought I would get Mr. oe to tell us 
afterward the great values of Muzak to war production. 

Mr. lear I can answer that, privately. 

The CHarrmMan. There is no extra cost for those plugs. 

Senator Humpnrey. In again checking over the chart which you 
brought to my attention, I notice that Mr. Wilson has administrative 
authority or responsibility over the Office of Economic Stabilization, 
his Economic Stabilization Agency. Mr. Wilson, in view of your 
remarks last night, I ask this question just to clarify the air. It is 
asked in the spirit of trying to help some people who are attempting 
to get a better vision of what is going on. 

\t least the press has indicated that there has been some difference 
of attitude between Mr. Valentine on the one hand and Mr. Disali 
on the other. 

| have not had a chance to talk to either of these men personally 
to know whether oe IS any difference of policy. If there has been 
such differe nee of policy, have you as Administrator now of the Office 
of Defense Mobilization reconciled that difference and gotten the 
house in order so that we can move ahead on your prudent proposal 
of some price. and wage controls? 

Mr. Witson. Any differences of policy that there may be, or differ- 
ences of opinion as to the means of doing jobs that may be between 
them, are Im the process of being recone ‘led. Those differences will 
not, in the final analysis, delay any action taken here 
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Senator Hrumpurey. The reason | asked this question is that I had 
a number of communications from business people who were very 
disturbed by the fact that only a couple of weeks ago somebody 
announced there was going to be a price and wage freeze and im- 
mediately certain firms and labor organizations began hurrying up 
their negotiations and their price adjustments to get their house in 
order at higher levels. 

lt appears to me that those announcements are about the most 
inflationary mechanism that have been brought out. I hope that 
that is going to be stopped. 

Mr. Wintson. Steps have been taken that should stop that as far 
as it is humanly possible to take them, I believe. 

| think it was a very bad thing that publicity was given the fact 
that there was under consideration, and only under consideration at 
that time, this so-called 30-day plan. There was this difference 
of opinion not as to the desirability of the plan, but as to the possibility 
of operating it without great inequities to certain segments of the 
American people. That is the only question about it, ‘How ear 1 you 


oper: it?” “Can you make it stick without great inequities?’ 

We hate been spending an awful lot of time trying to determine 
how it can be done, whether it can be done and so on. Perhaps we 
should have greater knowledge on it. The only thing I can plead 
on it is, as for myself, | have been on that job working with them just 
about 2 weeks. lf is a national question and a very diffienk one. 
‘3 1 result, I think we all nt. How to get it without these 

equities is a great task. I have put more hours into it than 
lr i] , admit We are ¢ ne la an if 

: tor Humpurey. | read in the morning paper where the United 
Mi Workers are on to ask for an additional 20 cent hour 
This is the kind of tempo that you get all the time. That would 

ndoubtedly raise the price of coal, would it not? 

\ir. Wiison In all probability it would That is the national 
patt n the coal business 

Senator Humpurey. Thank you very much 

Phe CHarrMan. Not only were they asking for it, but we were given 
to understand that there was agreement in advance. I think that 

rere ( ‘Ol ld pe drawn 

Mr. Wi lson, we appreciate your coming. I am not going to take 
time to ask you any questions. I want to make a couple of brief 


statements to indicate our concern with small business. 


| believe that statistics show that in the first 2 years of World War 
Il, one out of every six small business had to close their doors. We 
want to avoid that in this program. 

Kina ye in World War I], alter a couple of years, we estab lished the 
Smaller War Plants Corporation. Whether it is timely now for that 
to be sake hed or not, | do hot know The entire membership of 
this committee joined yesterday in offering a bill proposing the 
reestablishment of a similar organization. I certamly hope that you 
will be studying that, giving thought to it and kee ping itin mind. ‘To 
let you know something of the interest of small business throuchout 


the cou itry, you may be interested to know that several days ag » | 
checked and in 3 days’ time we had 20, 000 requests come to this com- 
mittee from small business in all parts of the countr I assume it Is 


still rolling in. I know % is coming in in such a A that we 
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simply cannot keep up with the correspondence. It does show the 
interest and the concern of small business all across this country and 
we are interested in it. We have great confidence in you and in your 
entire organization. We want to cooperate with you and we do 
earnestly beseech the most careful consideration and planning of the 
program so that this great segment of our economy, and such an 
essential part of our segment—lI believe statistics again show that 
90 percent of the business of America could be classified as small 
business, and about 50 percent of the employment would come under 
the classification of small business. 

We realize in any mobilization or production program the eas) 
thing to do is LO give the contracts to the few big companies at the 
top and gradually it trickles down to the smaller companies at the 
bottom. However, while it is trickling down there during that 6 
months’ lag that comes in, there are a great many liquidations resulting 
in tremendous economic waste. We want to avoid that as far as 
possible and that is what we are working for. 

We certainly appreciate the contribution which you have made this 
morning. 

Now, General Harrison, will you come around? We are sorry to 
be so late in calling you to the stand, but we appreciate the time that 
Mr. Wilson has given us. 

The CuatrMan. Mr. Fleischmann is with you, who heads up the 
Office of NPA under this team, is that correct? 

Mr. Harrison. Mr. Chairman, with the indulgence of the Senate, 
if and when [| shall be confirmed, 1 will then take over the Office of 
Defense Production Administration, but, str, 1 am still the Admini 
trator for the National Production Authority. 

The CHarRMAN. It is hard for us to keep up with these changes 
that come so rapidly. 

Mr. Harrison. As hard as it is for you, think how hard it must be 
for the fellow who its affected 

The CHairMan. [am sure that is right. You just proceed in your 
oWh way. 


STATEMENT OF W. H. HARRISON, ADMINISTRATOR, NATIONAL 
PRODUCTION AUTHORITY 


Mr. Harrison. Mr. Chairman and gentlemen, may I read a state- 
ment that I have prepared here? As I listened to Mr. Wilson’s state- 
ment and questioning, I doubt if there is duplication, but I will try to 
slide over that portion where there might be duplication. 

| appreciate this opportunity to meet with you today and discuss 
the problems of American industry in the mobilization program. 
Because of your special interest in the situation of smaller business 
concerns, | will pay particular attention to the work which we have 
been doing which is most directly related to their problems. 

Before going specifically into this subject, however, I think it would 
be helpful to me to outline the general program which we instituted in 
the latter part of September and have carried on since that time. 

Very few industrial concerns, whether they be large, medium, or 
small, have been free from the problems which are inherent in indus- 
trial mobilization. The difficulties of conversion from a peacetime 
to a mobilization economy affect all segments of American industry. 
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Interest in small business happens to be of particular concern to me 
for the reason that to my mind the greatest single deterrent to another 
dreadful war is a strong and expanding American industrial economy. 
Small business is as fundamental and essential to such an economy as 
large and medium business, and not to preserve small business would 
be to weaken seriously our industrial strength upon which rests the 
hopes and aspirations of free peoples the world over. 

In addition to the firm conviction I hold in this matter, | am also 
mindful of the purpose of Congress and of the President to give every 
feasible support to small business, and I have an administrative re- 
sponsibility to carry out that program. 

Senator Benton made some reference during the questioning of Mr. 
Wilson that prompted an observation on my part which had to do 
with one’s awareness of one’s responsibility, and one’s recognition that 
someday he may well be called for an accounting of the discharge of 
that responsibility. ver since the dav I have taken office in the 
National Production Authority I have been mindful that 1 would be 
called for an accounting of the trusteeship, particularly in the interests 
of small business. Our operations have been conducted with that 
point always in the back of our mind. 

The National Production Authority was established immediately 
after the passage by the Congress in September of the Defense Pro- 
duction Act of 1950. We took it to be our first essential task to in- 
sure the completion on schedule of what was then a comparatively 
small defense production program. Accordingly, we immediately 
instituted a single band priority svstem, which we restricted largely 
to direct military needs. We had in mind the dangers, which were 
so clearly demonstrated in World War II, of setting up an across-the- 
board system of varying priorities and we determined then to avoid 
this course. 

[ think that the experience of the past few months has demonstrated 
the wisdom of this decision. So far as I am aware, no military con- 
tract has been interfered with in its com] letion on schedule by reason 


of any competing nonmilitary contract. On the contrary, the growing 
military program is proceeding on schedule. This accomplishment is 
due primarily to the fact that we have not yielded to the continuous 
and insistent demands for extending the rating svstem to include a 


vast variety of industrial production of varving essentiality. 


$y giving the military program an unquestioned right of way and 
preferred status with respect to scarce materials, it is, of course, more 
difficult for nonpriority users to obtain as much material as they would 
like LO have In some cases, the combu ed demands of the mil Cary 


and stockpiling programs have so far reduced the available supply of 
particularly scarce materials as to make it very difficult for large and 
small industrial concerns to obtain even their minimum needs. This 
kind of dislocation appears to be inescapable in a transition period 
such as we are now going through, but I assure you that we have been 
constantly mindful of the problems which have been created by this 
effort and are continually attempting to improve our methods of ad- 
ministering the powers which have been vested in our agency. 

There is no known method of bringing about a reasonably equitable 
and efficient distribution of scarce materials for civilian consumption, 
short of a complete system of allocation such as was evolved in World 
War II under the name of the controlled materials plan. Such a 
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svstem of allocation requires practically an individual distribution of 
materials to the manv thousands of industrial users throughout the 
Nation. When the War Production Board was administering such 


a plan, it required the services of more than 20,000 people. Even if 
such a staff were now in existence, the uncertainty as to the precise 
nature and extent of the military program would make it impossible 


to put any such plan into operation until these issues had been r 


solved 
In the interim, we have taken all available practical measures to 

maintain the civilian economy while meeting in full the defer 

requirements. During the past months, NPA has issued 


orders restricting the use of the most critical basic material 


ls through 
the device of percentage cuts applving to all industry alike, both 
large and small It was felt that such a method was the most equl- 
table that could be adopted at the present tim : especially from the 
standpoint of smaller business concerns. I think it might be helpful 
to consider exactly how such a particular order of this type was formu- 
lated and how we expect it to work in the immediate future. Let me 
cite the example of copper 
The available supply of copper for industria 
be much smaller in 1951 than 1 
to this. First, the requirements of the military program; second, the 
stockpile program; third, the fact that industrial inventories have 
been more or less completely used up during the all-out production 
effort of 1950, when civilian production hit all-time highs in this 
country. It is therefore mathematically certain that all civilian users 
of copper will find substantially less copper available in 1951 than 
in 1950, 
Faced by these inescapable facts, it was our decision that an effort 


must be made to spread the available supply of copper equitably 


1 Ser ie = of 


| and civilian uses will 
twasin 1950. ‘Three factors contribute 


among civilian users. This effort was undertaken primarily so that 
small industrial concerns could obtain their fair share of this vital 
material In the absence of such a regulation, it is untortunately 


true that not all concerns will receive approximately the same pe 
centage of the available supply 
It was with this objective in mind that the copper limitation order 
r in aluminum and other 
materials. These orders became fully effective for the most part 


lief tha they will be helpful to 


- i 
e swsued 


was issued, and similar orders w 


during this month, and it is our be 
smaller business concerns in a most substantial way It is obviously 
too early to judge their effect. but we have every reason to belleve 
that they will ease the material shortages by reason of a reduced 
demand on the part of the largest consumers 
In nearly all of these orders a basic exemption for small quanti 
used by smaller manufacturers has been provided. In every case a 
method for appeal by firms suffering a particular hardship has been 
provided and I can assure you that our action with respect to the 
appeals we have received has been understanding In addition, a 


reneral policy is set forth in our orders directing suppliers to distribute 


their materials not required for the def 
normal channels with due regard for the requirements of new and 


small businesses 


ense program through the 


A significant action on behalf of the smaller manufacturers can he 
illustrated by NPA Order M-6 with respect to the distribution of 
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steel through the established warehouses of the country. This order, 
among other things, directs steel produce rs to distribute each month 
a proportionate percentage . each ee product which they produce, 


after making provision for rated or directed defense requirements, to 
their warehouse se beige using as a base the deliveries made to 
such warehouses during the period of January 1, 1950, through 


September 30, 1950. Recognizing the fact that a large segment of 
the smaller manufacturers regularly look to the warehouse for their 
supplies of steel, it is believed that operations under this order will 
have outstanding value to those smaller firms. This order has been 
in effect for only about 2 months and we shall watch the effectiveness 
of it very carefully to determine any weaknesses in the order or any 
violations of it. 

Senator Humphrey, I might say at that point that as a generaliza- 
tion most of these orders were issued in October or November and 
they started the reduction by specifying a hundred percent of base 
period use in December and progressively lower percentages of the 
base period use in January, Pournary, and March. Right at this 
period it is really a little too early o judge t the effectiveness and we 
immediately recognize that there Bes been a serious maldistribution 
of the normal supplies of critical materials, especially during the last 
6 to 9 months. These orders were designed affirmative ly to correct 
that situation. J must say that they are just now getting under way 
and it is really too early to judge 

I well share the view that there has been serious maldistribution of 
Sup} lies 
it is significant also to smaller manufacturers that the rated orders 
issued for defense requirements have been made extendible by prime 
contractors to their subcontractors and by both to their suppliers. 
This action avoids the confusion of priorities which existed during the 
early part of World War II when prime and subcontractors were 
required to independently secure their priority ratings. 

I am sure that the members of this committee ey that an inde- 
pendent Ojffice of Small Business has been established in NPA report- 
ing directly to me. This Office is charged with the re canals for 
carrying out many - specialized programs on behalf of smal! business, 
some of which are completely integrated with the regular control 
functions and some of which only complement the actions for con- 
trolling materials. Members of the staff of the Office of Small Busi- 
ness are working ” complete oan ation with the various industry 
divisions of NPA in the consideration of material and supply demand 
data and the processes leading up to the issuance of such orders as 

re found necessary. 

The CuatrMan. Who is in charge of that Office? 

Mir. Harrison. Mr. Edward Lane is a special assistant to me 
and is really my twin on small-business matters. The man in charge 
of the direct operating work is Mr. James Kelley, who was in 
charge of the small-business group in the Department of Commerce 
and we were very fortunate in the National Production Authority to 
have transferred to us from the Department of Commerce a well 
organized and going staff headed by Mr. Kelley, looking after small- 
business activities. 

e, of course, have strengthened that organization and we need 
greater strength in it. We now have some further additions to the 
staff coming in. Does that answer the question? 


u 
I 





MATERIAL SHORTAGES 29 


e CHAIRMAN. Yes. Thank you 
* HARRISON Data concerning the material use patterns of 
er firms and the probable efit et olf necessary NPA actions on 


these firms are fully considered in the final determination of procedur 


i 7 A © . 
issued by NPA. In instances where it has been found necessary to 
issue restrictive orders on the use of highly critical materials. the small 


business aspect has peen given most serious consideration and many 


exceptions have been incorporated in those orders for the particular 
benefit of small and new manufacturers. 

and the method of applying them, NPA utilizes the services of a num- 
{ industry ady ISOry comnpniittees. Here again the Office of smati 


Business performs an important role in reviewing the make-up of each 


In the process of determining the necessity for material controls 


ber oO 


proposed advisory committee to insure a proper distribution of repr 
sentation from large, medium, and small firms. The weighted pei 
centage ol representation among our ad ISOry committees 1s related LO 
the portion of the gross product within each industry produced by the 
large, medium, and small firms within the industry. 

In the processing ol applications for certificates of necessitv for 
accelerated depreciation and for direct Government loans for defense 
facility expansion, the staff of the Office of Small Business gives partic- 
ular attention to the potential subcontracting facilities available to 
supply the productive Capaciby for which the expansion 1s requested 
It is our policy that full use of all existing production capacity, both 
large and small, shall be utilized to the fullest before anv diversion of 
materials or manpower is authorized for the creation of new apacits 
As a collateral wVeuivity in connection with these applications for new 
production facilities, the staff of the Office of Small Business gives 


particular attention to the permanent effect of such expansion on th 


. . } } : 1 
competitive position of si tall- and medium-sized firms within the 
industry category conce rned. | am persuade d that thes > considera- 
tions during periods of emergency action are extremely important to 
the maintenance of the strong economy which has made our nati 
grea 
] 1 a } } 
Senator Lon: It would be vour opinion that a large cones ) 


loaded up with orders for items it could produce would have to more 
or less show it could subcontract out some of the items before it could 
obtain additional materials for plant expansion. Is that what this 
statement means? 

Mr. Harrison. Yes; but when I move into the ODM office, if the 
erace of the Senate dictates that, then it will become a direct respon- 
sibility, which I now do not have, to insure that the type of thing 
you have talked about is carried out, not only with respect to policy, 
but with respect to practice. 

Senator Humpurey. General Harrison, may I make an observation 
regarding something I would like for you or a member of your staff 
Lo look into: 

Yesterday a constituent from Minnesota was in my office. He had 
been over to the NPA and I think the Office of Small Business, on 
the matter of direct loans. He came back, and he said to me, ‘Did 
you vote for that provision in the Defense Production Act for direct 
loans to small business?” I said, “Yes, I thought that was one o 
better parts of the act.’ 


the 
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‘re seems to know how Lo 
( rect loans.’’ He related 
eel | need to relate here. I know that 


¢ , | x , noRAT y iy 
your position ts one were you cannot have you Neer on every little 








detail ot vreat operation but | do | el something should be done. 

his is not the fir t complaint | have reeeived have had two other 
+] ee ee aes | wg ‘ 1 4} , 

cases WIThIN the last 2 weeks, where the processing and the cathering 


} } 


of the information and the technical decisions that must be made to 
obtain a direct loan for small business have not been thoroughly 
inderstood by the administering officer of NPA 

\ir. Harrison. Senator, | am sure that tl 


l 
‘ j ] | } } : 1 
a correct and a sound one and all I can do is to indicate that, right or 





ops ‘rvation you mak ‘1S 


wrong, we have attempted to appraise the workload that we have 
ul han lL, and atte ipt to do V hat we consider to b Hirst th rs first 
| hope the Senator will not misunderstand me when I sav there are 
more tunportant things at this minute to do than to vet partic la 
loans Che most important, 1t seems to us, is to clear through these 
applica ms and requests for Xxpansion ol produ ive facilities so thet 
we can get more of the things that are in short supply 

Now, we do have a limited staff and we are not doine the kind 
of job we want to do and are not doing the kind of job we will do. 


hen | take counterstock of the number of loan 


applications that we have processed through. I do not happen to be 
embarrassed when we take accoun of the number o faciity cl wrances 

i the things that get production under way { know that working 
capital wna oth rr things are jus as important, Dub We have had LO 


try to ration our small staff over what we felt at the time was the 


unportant thing. We are at a point where | think we can 


, . , r) { tl } y ~ 1 opat r yr , than 
pick UD some Ol mse things and get going on them 

Senator HUMPHREY Miv comment was not in the sense of eriticism 
In fact, | sympathize with you in the job vou have undertaken 

| ' 
L fu real ie tremendous problem confronting us toda 
bri { Ss up to Vou iecvuLolr md op ition so ta | s 
Wwio ve ft s roblems ma cho that attention Demme given to 
| ‘ 
it and mab bhnel i some toings mt have to come rs 

— ' 

Vil Hi ARRISON lam alway CTROUPPras i when W 10 not do a JOD 
well that we oug i to bD rom Well ma ( ) ht to be « me Ul { 
well and w Will f »TePEL ON With it 

| 

> } ) 1] \Lt KY iW to tLaank ) 

| 1] | }] 1 

\i l I SON l LLLLOTL bo pp i rei | hill =i) 

Iii Pa Control o l } Sin Li-j)11 l > COTRINUNICY l {j ] sts 
ior special a stan yi in hotn ateria und equipment 
* to wir civillan p th requests fo pectal 
is 1 \ ved ty\ l | Init With Du } ) . ) | 
' } Daa 
from our Office of Smail Busi - mmpiet nd i \ yon 
tion Ww 1 e staffs of r sey tL industry division Pi quest 
. : : : 
thorou rey ved { red to d min isnip, Doth 
41 + ¢ » 
as it may reiate ) md jual firm o1 » the communitv 1 waren 
> 1 ! > 
th rm is 1ocat I in 2 il Inanv Inst i¢ Sminite nem Whien 
nuave ought De i @ssistan te 1) n @l n prompt and eff tive 
assistance through th yoperatly effort of the Ofhee of Small 
> 41 j 1 
Business and the industry division concerned. 


As the defense program progresses, the hecessiby for the use of all 
available production capacity of the country, both large and small, 
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yvarent. Itis inevitabl 


becomes strikingly ap] ble that a number of med 
and small firms as well aslarger firms will be foreed to curtail or suspend 
operation because of their temporary imability to secure « 
materials for their civilian production o1 ens orde) 
their facilities. Such firms will surely be needed in the defe 
and since material shortages in n vy cases will necessarily p 
heir continued operation ii | necessar that aeren iit 
scheduling give full consideration to valabl 
CaAPACcILY It is re yeomized that a great many smaiier tirms a ! 
flexible and more adaptable to conversion that | r HiPImMs 3 
these same establishments possess specialized machinery and hig! 
skilled labor adaptable to selected military 1 lrements it is 
true that manv of the small rtirms are not itabp as prim COl 
tractors and must, therefor mntribu <u 
subcontractor 

These are the principles on which the Offic I all Business bas 
Its program for assistance to smaller nana irers f the ce 
finding their proper niche, and participatu n their own wavy 1n t! 
military program. Your committee is already aware of the daily 
publication of invitations-to-bid on Federal contracts and the weekly 
publication of Defense Department contract awards for nonsecurit 
items. This project was started last March as a result of an agres 
ment by the secretary of Commer be the Secretary of Di ise, and 


the Administrator of the General Services Administration In th 


beginning, these listings were distributed to the 42 Departn L 
Commerce field offices and about 100 so-called cooperating offi« 


The usefulness of this information and the demand by business 
eve rvw here soon necessitated the establishment Ola special { 


of procurement information cooperative offices. The number of such 


outlets for this information grew rapidly and today ther re more 
than 5,100 places throughout the country where businessmen can 
pick up these listings without char 

This is only a single feature of the procurement assistance p 


Competent members of the Office of Small Business rh 
or some time working with procurement planning officials an 
racting officers under a cooperative program to assure small busi 


of its fair share of Grove rnment procuremet! Las required by 


Recently, | met with the Chairman of the Munitions Board at 


hree Under Secretaries of the Army, Navy, and Air Fore 

he further development of this activity \Nlembers of the Off 

SI all Bu Iness staff are currently CONLACLING SOTHY OL the 
decentralized procurement offices of tl Department of Defense fe 


the purpose of studving their present practices of contracting, « 
5 1! 1 } y* 


he small business problem with top-rankine of 
la ys ‘Ours l) hiel he Departme f | ‘anse and ft} 
aevelopin a program by whieh the iepat nent i Beten ana t 
National Production Authority ean each assume the ‘ePSYDEL 


responsibilities for bringing 


sina ft 


/ 


available manufacturing Tsu ilities on either a direct o1 ibcontrace 
basis 
The CuarrMan. May I interrupt there, ple: 
Mr. HARRISON. Yes, sir. 
The CuHatrMan. You mentioned this bulletin which pull 
periodically by the Defense Department regarding contracts that 
le You think that is a good thing, do you not? 
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Mr. Harrison. It apparently has proven very helpful to many 
small businesses because it gives them a lead as to who the prime 
contractor is, and enables them to go and search out the possibility 
of any subcontractor, or any supply business, or anything else. 

It is thought to be very generally helpful. I have no direct knowl- 
edge of how eifective it 1s. 

The CuHatrMAN. You do not feel it gives too much information, do 
you? 

Harrison. No, as a matter of fact I think it is somewhat on 
the limited side. 1 think with all candor it might well be expanded 
a little bit without affecting security. 

The Cuarrman. The reason I asked that question is because I 
understand there is some contention that it ought to be limited even 
further or perhaps done away with altogether. We feel that it ought 
to continue to come out, and certainly that it is not too broad in its 
present scope. 

Mr. Harrison. My hope would be that as time goes on we can 
make it more expansive rather than less expansive. 

The CHAIRMAN. You mentioned there the contact by the staff 
members of the Office of Small Business with the various procurement 
offices, looking into their practices of procurement. 

These practices are something with which we are very much con- 
cerned. Somehow or other it seems it is something that, once cor- 
rected, does not Stay corrected. We have to be continually on the 
ob. We have to check into and sometimes object very strenuously 
o some of those contract practices. 

I want to give an example of what I do not know about the merits 
or the facts concerned. This was referred to us. A contract to 
obtain certain goods of rather sizable quantity was proposed. The 
contract was offered in two parts One certain bidder offered to 
manufacture and supply this contract at $200,000 more cheaply than 
another. Because the second one gave a slightly better offer on part 
A, he was given the whole thing and it cost the Government $200,000 
extra to get those commodities. 

Now again | say I do not know all the facts. I am simply present- 
ing it to you as it was presented to us. We did check into it. I 
thought of this in connection with Senator Humphrey’s suggestion 
on decentralization. There is one that was given out in the field 
It was felt that it was simply easier to give it that way perhaps. We 
think every effort should be made not only to utilize the facilities of 
not only small companies, but all companies, and that it should be 
done in a way to save money to the United States Government. 

It is hard for me to reconcile the necessity of giving a contract that 
would cost the Government $200,000 extra when it was admitted 
that both bidders were equally able to do the job. 

Mr. Harrison. Mr. Chairman, perhaps I have had too much serv- 
ice in the Government in connection with the entire matter you are 
talking about. I spent a few years in the Advisory Council estab- 
lished in 1940 and then with the War Production, and then went over 
to the Army and became a procurement officer. 

One thing I became impressed with and one thing [am still impressed 
with is that when a procurement officer is buying material for a defense 
or war program, he has one prime responsibility, and that is to get 
that material on time and at a fair price. He must start with that 
fundamental. 


T 
Fb 
{ 
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Now. that does not preclude D lancinge out that fundaments 
against several other factors. My general belief, as a general ob- 
servation, is that, while | have had no contact with the procurement 
offices during this emergency, my observation is that during the last 
emergency that to the degree that errors were mace and, of cout 
errors were made—the errors can be balanced more on the side of 
that one intensity of purpose. The fact that America had the equip- 
ment and had it on time and where it was required spells out the 
result. Whether it could have been done and at the same time other 
things could have been done remains in question. 

The CHarrmMan. Of course, you remember, though, that during the 
first 2 years of the last war we had some tremendous log jams to break 
where overloading of orders had been indulged in. I think perhaps the 
fact that we got what we needed during the last war, due to the fact 
that we had the good fortune to have the start that we did, which 
allowed time for breaking these log jams, you certainly think we should 
avoid them whever possible? 

Mr. Harrison. Yes; and I might say that in each of our activities 
we have atte mpted Lo draw on that experience not be uided by It, 
because conditions are quite different today from what they were 1n 
1941 or 1942 but not to lose si rht of that vast experience 

‘The CHarrRMAN. | am very glad to see the things that you men- 
tioned there, but 1 did want to emphasize at that point that it is some- 
thing, that this keeping in touch with the various practices in procure- 
ment, in the letting of specifications, n the manner in which they go 


i yy Ltd it 
about asking for bids and the manner in which thev accept those bids, 
spreading the work out, even if it is harder sometimes to do, I thn 
the results would be much better than if we took the hard way ! 
than the easy in spreading the contracts. 

1 am olad vou take those th nes into considera l. 

\Ir Hani ISON, Mr. ( hairman, | think Vou have made on \ 
important observation, because we sometimes think of our defer 
program in itself as being the thing that takes most of our materials, 
manpower, and supplies. 

I do not have the precise measure of that. I cannot evaluate it. 
I could not have answered some of the questions you gentlemen asked 


Mr. Wilson, but almost equally important is the amount of our ma 


h we are proposing to put into the expansion 


rial and our effort whic 


increased productive capacity. 

Now, as a generalization—and all generalizations are subject to 
many specific exceptions—we do have adequate manufacturing and 
assembly capacity. We are shy of the basic raw materials and the 
basic products that raw material makes, which are steel, copper, lead, 
zine, and all the others. 

We must be very careful about extending any effort that would be 
unnecessary effort into the creation of new buildings, what | would 
‘all new manufacturing and assembly facilities, so that w 


devote our entire energies to the war program, and then the supporting 
war program, which is the added increased production, and looking 
ahead it is terribly important that we get more productive capacit 
The CHarrMAN. We are interested in utilization of existing capacity 
wherever it may be. 
Mr. Harrison. Your whole emphasis has been on that and I jou 
with vou on that because we certainly have to utilize facilities and 
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organizations that are avatlable I will leave out the question of the 
difficulty of shifting labor, housine shortages and things like that, all 
of which are very important. 

The CuatrmMan. In another committee we are having hearings right 


now or deat nea | ] mo a} i hs } ne of | 
I 1 detense nousing and that is one ot tf 


he problems we are up 
against thi 


1 have one other thing, and that is the limited extent to which 
these things actually go into the defense program. As a matter of 
‘ sit not true that at tl ight of our production during World 
War If we never used more than about 50 percent for the actual 
production of war materials and war supplies? Is that right? 

a 


{ 

¥ | \ir. Chairman, | reallv do not know. 

The CyuatrmMan. | do not know whether it 1s right or not 
Harrison. Mv memory is not as good as it used to be. 
( ; 


I 
'HAIRMAN. I will attribute it to an anonymous author and let 


You say we are starting off in a different situation. As a matter 
of fact, we are starting off this time with a tight situation in reference 
to these critical materials, even in civilian production before we enter 
nto defense production, are we not? Steel was pretty tight even 
wefore we got into any mobilization program. 

Mr. Harrison. Yes; but you know it is an intriguing thing; never 
has the American economy proceeded at such a rapid pace as it has in 
the last 6 to 9 months of 1950. | think it is a fair general characteriza- 
tion to make, that, namely, we were chewing materials and metals up 
at a faster rate than we were producing them, and regretfully that 
could not have continued because we had depleted our inventories, 
had depleted our pipelines. It became dreadfully expensive to do 
business because of that depletion. Yes; we have no inventories and 


no pipelines 
That is the reason I hesitate, for example, with respect to copper. 
I say there will be measurably less copper available for consumption 
in 1951 than there was in 1950 In 1950 we used all our production 
pulling evi rything out of the pipeline You cannot escape that. 

The CHarrman. And what you say about copper applies generally 


to all these critical materials 


\ir. Harrison. The emovhasis has shifted because we are getting 


more steel and we are getting more aluminum. We do not happen to 
be getting more nickel and there again we have drained the inventory 
The thing has no general answer. e have been studying material 


against material, balancing the stockpile requirements and so forth 
and trying to get the best answer available as to what will be available 
for nonmilitary uses and provide a pattern of distribution which recog- 
nized what happened in 1950 and not what happened 20 vears ago. 
Regretfully, we cannot escape 1 All industry has been coared Lo 
using more metals and materials and the requests, the hardships, and 
everything, come against a ceiling. It is just unprecedented. 

Ikach of us as individuals, whether it is volume of business or in- 
come that is referred to, never go back 5 or 10 years ago and say how 
well or badly off we were and relate ourselves today lt is always last 
month or the month before. We have that all over in every eracde of 
sacacmeenlig y | 

Senator Humpurey. Mr. Chairman, I want to get in mind just what 
is the policy and the viewpoint. 
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| heard the chairman Sa\ he concurred in vour statement with re f r’ 
ence to plant expansion and the u lization of « isting facilitie : Per 


1 i 
haps on this idea I am a minority on this committee and I want to get 


a little more information. Do I understand that there is a pohey of 
not expanding the plant? 

Nii HLARRIS« N A poliev of making absolutely CeCTLAI Lis necessal 
LO xpand thr plant. 

Senator Humpurey. How do vou know that? 

\ir. HARRISO We will have to jud each ise bv 1tsel 

2 Hf IPHI ' be itt le y 1 \ C} Le ) 
the aluminum industry This report w: published by the P | 
Affairs Institute, written bv a vrentleman Who used to be a staff mem 


ber tor this committee, AL Dewey Anderson 
The CHarrMan. The former committee. 
Senator HUMPHREY l am not here to Say whether all the facts he 

had are mneht Or Wrong’ Sut | have always worked on the as IMDtlol 


ants, | would rather 


that if someone was going to blow up excess pla 
have the privilege of doing it in my own company rather than Joe 
Stalin coming over and blowing them up because we had too few. 
| would rather have an overproduction of aluminum than not enough. 

Mr. Harrison. The Chairman and I both have regard for the 
thought that to the point it is possible to do so we should create 
all the productive capacity we can. I think the reference we were 
both making had to do with what to do with the facilities to chew 
the metals up. Am I right, Mr. Chairman? 


The CuHairMan. Yes, that is correct. And I might illustrate it 
with just this example that came out in connection with this defense 


housing. We were talking about prefabricated housing. We have 
a plant capacity mn this country for 100,000 prefabricated houses a 
vear. We are only producing 50,000. Certainly we should not build 
any more prefabricated housing plants until we use up that capacity 
we have avaikable 

Senator Humpurey. I understand that. I have talked to several 
people in our Government here with reference to some of the critical 


shortages | read recently in the press about the shortages in the 
field of electronics. Out our way we do quite a bit of business along 


that line We have the Hone) well Co. and other big producers 
Everyone I speak to says the most critical shortage we have is, in 
the field of electronics for modern warfare. 

You would not put a limitation on plant expansion in the field 
of electronics, would you? For example, I had a man in my office 
2 weeks ago who told me about one little cadget which is vital to 


every single radar set and to every guided missile and that this item 


was manufactured and is made in only one little plant up here in the 
State of New York. For vears this man has been a large manufacturer 
in the electrical field. He was telling me of the deplorable situation 
that exists. He said, ‘What would happen if some saboteur blew up 
this plant?’ He said, ‘Very frankly, 1 have been in this business 25 
years, a quarter of a century, and | just happen to know that if that 
happened the defense effort literally would be stopped.” 

Mr. Harrison. Senator Humphrey, you have touched on something 
l really think I know something about. 

In the first place, there has been a cardinal rule established by 
the military services that they endeavor to and do procure more 
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¢ 


Of supr ] 


than one source o! Pply of everything that js essential. That is 
hothing new. That js traditional. “It is a cardinal rule that they so 
request that people to whom they give contracts, where subcontracting 
is being done, for resistors, capacitors, and condensers and so forth, are 
concerned, that there be two sources of those, and sources that are 
seographically disbursed. 

Always in a process, and certainly if an art as changing as is the 
electronic art. there are new capacitors and condensers and so forth. 
There is always that period of time when something js developed, 
[t is only a period of time unti] & second man can be brought in to 
produce these things, 

You cannot generalize on this. If such a thing as vou have stated 
was proven, of course, there would have to be additional capacities, 
Whether or not there should be a new building built op Whether 
another building should be leased, or whether someone should stop 
what he js doing at that plant and go somewhere else js questionable. 
The point is that we want to use no more copper and aluminum and 
Steel in the building of new buildings than is absolutely necessary, 

If you want My position, there js song to be a firm position taken 
with respect to those expansions and there will have to be necessity 
demonstrated for them. I think mn that way we will do more to help 
small business than any other single factor J know of and our policy 
has been firm. 

Does that answer your question? 
Se] H 


T r . C E 
. “+ UMPHREY. [n a sense that Satisfies n 


The ( TAIRMAN. It seems to me the factor that Cnters into {he 


Cit] on Or Or ] SS t} iz, 2 ad ) Sal \ r\ he . Oo } 
( ] ( ) sal Is that l! VOU! ) ‘ oO ti » 1D ChHSe oO 
7 
Gunitions Boar 
ee ees 5 = ; ; 
Vir. FLAY RISON Again li you tal Seneraily, that ic at the poliey 
] ] ] } | we c. i ‘ ] . " » ; 
level, which Would be us, [jf vou talk about a particular thing, that 
has 0 be de! ated to the cont, lel he ofheer. 
r ] eice ] j . soll > . 
Phe ( HAIRMAN. I was thin ‘ing about the overal] \ vear or so 


ANS ‘ d 
>9 &@ Manufacturer jn the held of abrasives told me that 95 per nt 
} \ 


Ol our abrasives inaustry was concentrated at Niagara Falls Of 
‘ourse, vou cannot run {nN Industry Without abrasives. Imagine what 
a successiul attack on Niagara Malls might a0 tO our over-al] Industry, 


\Ir. Harrison. T do hot want to suggest that we Should not be 
unmindful of those situations. On the other hand, I do not think 
that we should become disturbed to the point of doing som thing 
that would be Obviously foolish to do, which micht be diverting some 
Of Our productive effort away from the main target, which is the 
defense material, and then aq Supporting material for the defense 
program. 

The CHAIRMA N. But It is something that should be riven attention 
constantly, 

Mr. H ‘RRISON. It should be ever in front, but you know the loca- 
tion of buildines and the location of business is something like industry 
itself. It has evolved. It is fortunate that it has been that way. 

The ¢ 'H AIRMAN. It is fortunate that it evolved before the day of the 
heavy bomber. 

\Ir. Hay RISON Yes. and it evolved before the day of controls foo, 

Senator Long. G neral Harrison. along that line fam somewhat 
concerned over whether or not we have given You proper authority 


i] } } . e 1 
Co actually accomplish aispersion of piants, 
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If one bid is slightly smaller than another and his plant is located 
in an area which the enemy would make every effort to knock out 
right at the beginning of an emercency or at the beginning of a war, 
do you have the authority to favor the person not located in that 
target area? 


Mir. Harrison. Senator, as I have indicated, I have not gotten 
involved inh the procurement policy. | will become involved inh it 


in the new office, but I have heard no discussion as to the so-called 
strategic areas, which discussions were prevalent in 1941, 1942, and 
1943; and we are all familiar with the boundary lines that were 


drawn and the kind of plants that should or should not be in certain 


areas. I have heard no such discussion as to the so-called strategi 
areas I have been down there in the last couple of months. I must 
confess I have had to stav so close to mv knitting at NPA that | 


have not been able to talk it over with the Defense Department. 
I will have to plead no answer on that. 

Senator Lona. | wonder if enough thought is being given to it. 
I know of no effort that is being made as far as Congress is concerned 
to pursue a policy to encourage dispersion of industry. Certainly, 
if you can accomplish alternate sources by favoring one bid over 
another, when the bids are reasonably close, it might accomplish the 
desired purpose. 

Mr. Harrison. When I think of your fortunate part of the country 
and I think of other less fortunate parts of the country in the event 
of emergency 

Senator Lone. Do you mean we are fortunate in not having much 
industry? 

Mr. Harrison. I think you are fortunate in many respects. I 
shall not attempt to spell them out. I was speaking more particularly 
with respect to vulnerability with respect to the things you are talk- 
ing about. I think again as a citizen and not Administrator of NPA, 
but I think it would be rather regrettable if there was an indication 
that a certain part of the country were so vulnerable that it would be 
unwise to have business done. I can think of nothing that would 
be more regrettable than that. 

Senator Lone. You were speaking of new facilities, in saving we 
should use existing facilities before we use others. I know the ques- 
tion was raised in the housing hearings yesterday with regard to the 
Lustron plant, whether that would be used. I know in my State 
there is at least one major plant or possibly others. Do you have the 
answer to that? 

Mr. Harrison. I think I am going to inherit the problem 

Senator Lona. Of course, we do have some major plants that were 
constructed during the war that are not used. They exist in my 
State, and [ am sure they exist in other States. Do you believe you 
will get most of that floor space and plant facility utilized during the 
next year or two? 

Mr. Harrison. Senator, I am not trying to be evasive, but I just 
do not know. I have not gotten myself associated with any kind of 
s< heduling program, or anything of that kind, how many planes, how 
many tanks, how many guns and so forth. When those facts are 
available, it is rather easy to make a sensible determination. I do 
not have the information. 

Senator Lona. We had the question yesterday with regard to 


housing. Possibly the location of an industry at one place Virere 
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the company itself might prefer to locate because of, let us assume, 
a favorable gas rate, might mean we would have to build a greater 
amount of additional housing or place a great stress on the housing 
in that area. If we chose another area, it would not require housing, 
and there might even be floor space in that area that would not 
require additional buildings. I hope that you will see to it that as 
far as possible we do not have unnecessary dislocations. 

Mr. Harrison. | am sure that ts comprehended within the Ad- 
ministration. I am sure our minds run to the same thought here on 
that, and we will see what can be done to implement it 

Senator Lone. We should give small business an opportunity to 
bid on parts of these contracts. It is desirable to get a firm to take 
an entire contract and produce a finished product. If there could be 
some way worked out to give these smaller concerns more opportun- 
ity to produce parts, I believe that would enable lots of them to 
earry on. Otherwise, they would have no chance to compete 

Mr. Harrison. We are fully aware of our responsibility in that 
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In fact, on this copper deal you mentioned a moment ago, | men- 
tioned one company in my community without repeating it. Seven 
hundred and fifty emplovees are affected by this copper shortage. It 
is an industry that has had copper for years. I told them there was 
nothing we could do about that 

\ir. Harrison. They should have their fair portion 

Senator Humpurey. This company is well enough managed and 
has a sufficient background that 1 think it can roll with the punch. I 
happen to have a little firm down at Owatonna, \inn., that is closing 
up shop They used to ret steel directly from the dock at Owatonna 
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They have to get it from a warehouse now, and the price went up $5 
a ton. They could not stay in business. 

‘ir. Harrison. There has been a serious maldistribution of supp 
1 Mmanv areas, 
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In spite of our efforts to assist smaller manufacturers and to 
velop our material-control actions in a manner least harmful to the 


business community, it must be obvious that the problems vhich 


we face and the actions which we must take to meet them will s 

be grave and discouraging to many business concerns We he 
neither enough material to supply the needs of all manufactur 
enough current orders to utilize their full plant facilities in defe1 
production. ‘These shortages and lags will bring about dislocatio1 
and our efforts are directed to holding these to a minimum Chess 


are but a part of the price we are asked to pay tor security and tl 


type ol free economy which we call Ameri 
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The CHatrMan. Senator Schoeppel has been very quiet. I think 
he has been storing up for the end. 

Senator ScHoerret. General, I appreciate the tough job you have 
and we are running on limited time. I would like to ask just two or 
three questions that probably go to the matter of policy. What 
would you say about a business that was an established business 
which had been going many years and had some defense orders and 
had warehouse accounts for steel and also mill accounts for steel as 
early as October, and, despite the fact that this concern has requests 
for furnishing defense material to a plane plant, cannot get one single 
ton of steel from either a warehouse or from a manufacturer of steel 
they have been doing business w ith for a number of years, and then 
they were plainly and flatly told, “We can do nothing for you. 

Mr. Harrison. In October there was authority given to the De- 
fense Department to buy under priority ratings for all defense orders. 
To the best of my knowledge and belief they have used that. If this 
contractor has a defense order he enjoys the right to get a priority. 

[ know of no instance where a manufacturer or supplier with a 
prey has been unable to get materials. 

‘nator SCHOEPPEL. Those priorities, though, are only effective, or 

1 have been informed, after 120 days. 

Mr. Harrison. I know of no such time interval affecting any such 
priority, unless it would be the time interval to assemble or manufac- 
ture or do something. 

The longest time | know of has to do with steel-mill schedules, where 
the schedules for the rolling of the products beginning March 1 
must be in the hands of the mill people by January 15. 

In other words, there is a 45-day interval for the order to be placed 
to permit proper and sound scheduling. It is awfully important 
that we get the maximum output of steel, for example, that we are 
treating in that particular problem; and, therefore, the: schedules 
should be set on an orderly basis, 

It is very probable that that particular steel will not be rolled into 
the shape it should come out in until some time in March and then 
will have to fo to some body else for processing. 

I can well imagine that on many items there may be 120 days. 
However, that is no limitation on priorities. That is the essential 
time that has to be involved. 

Senator Scnorpre.. I realize these are probably individualized 
cases, but they will fit themselves into a pattern that is developing, 
ertainly, out in the midwestern area where we are away from close 
proximity to the steel manufacturing and the milling and the large 
warehouses. 

Mr. Harrison. I may say I have had many individual instances 
brought to my attention where people claimed they had defense 
contracts and were unable to get material. When we investigated 
the facts, they did not prove to have defense contracts. 

Senator Scuorpret. I realize there are probably numerous cases 
like that, and it is unfortunate that you should be burdened with 
that type. But when we do find quite a large number of instances 
W 9 re, over a period of 4, 5, 6, 7, and 8 months, heretofore purchasers 
of steel have been cut off absolutely or almost completely, when 
they i ave been receiv ing quote ations from sellers of steel out of New 
York and Chicago and other places from 3 to 5 and sometimes 10 
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times higher in price per ton, there is something “rotten in Denmark.’ 
Whose responsibility is it to ferret some of these things out? 

Mr. Harrison. | assume you are making reference to nondefense 
orders. I would like to distinguish between the two and I would like 
to say that I know of no situation where a defense order is being 
delayed because of lack of material. I will not say there are none. 
I just say I happen to know of none. I am so advised by the services 
that that is the fact. 

The CHarrMan. May 1 say that may be true now, but we had one 
case sometime ago where we had to work somewhat diligently in 
order to help them get critical materials to fill a defense order. 

Mr. Harrison. 1 know how rare such a bold statement as that is 
that 1 made, but I feel pretty convinced about the fact. 

The CHarrMan. I will say this, that was even before you got a 
hold of things. 

Mr. Harrison. The Senator gets back to the very basic thing that 
we have attempted to treat. I know that it has taken 6 and 7 months 
for people who have traditionally gotten regular amounts of steel to 
get their steel. 

It is our responsibility to handle that. We have taken steps that 
we hope will bring about remedial measures. \V e can not do anything 
about the past. We believe there will now be more material that, 
will flow through what we call normal channels. In the case of the 
steel, we provided that in the warehouses. That order has only been 
out a short time and I do not know that it is effective yet. 

Senator Scnorprer. Where the firm has had on order either a mill 
account or a warehouse account, for years for supplies of steel and 
then found themselves completely cut off, they were forced to use up 
their inventories. They then found themselves completely out 
of inventory during all of this interval of time. 

Are we to give them to understand that the steel supply and the 
production capacity of this country has gotten so terribly acute that 
they could not even get 5 percent or 10 percent or 20 percent of their 
steel that they were heretofore purchasing? Are they to be cut off 
completely when other sections of the country are apparently enjoying, 
let us say, maybe over 25 or 30 or perhaps 40 percent reduction? 
That is what I am concerned about in my area. 

Mr. Harrison. First, I think they have an obligation to use up 
their inventories. That is No. 1. I think that is an obligation that 
everybody has. 

Senator ScHOEPPEL. | agree with you thoroughly on that. 

Mr. Harrison. We cannot hoard anything these days. We have 
an. obligation to use them. 

There is no reason of which I know why firms of the type you talk 
about should not be getting a very substantial amount of steel in 
relation to their normal supply. It depends on the product. There 
are certain products in shorter supply because the defense program 
takes more of those products than others. For example, plate. 
There is more plate going into shipbuilding, pipelines and other things. 
We would be glad to take those individual cases and try to help them. 
| am sure we can, but 1 know that what you have described has hap- 
pened. 

Senator ScHorpreL. I was just wondering whether that was a 
prevailing situation over the country which, of course, you would be 
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closer to than those of us individually in the Senate. We hear from a 
dozen or two who some in and talk to us about it. Those are their 
problems now. ‘They are wondering what the program will be from 
here on out. 

A lot of these concerns, as brought out by Senator Long and Senator 
Humphrey, cannot weather 8 or 10 more months of this. They will 
have to let a great many people off, hoping they can go into some pro- 
ductive capacity in furtherance of the war effort. 

[ want to make sure we do not burden your department unless we 
can be fairly sure of them. If these concerns will say “We have been 
cut off completely from our steel suppliers,” we could well bring them 
LO you ° 

We have one of these letters coming from a department right here 

Washington. This is the phrase it uses. ‘‘None of these people 
will consider this company a desirable and regular customer.”’ 

What are we coming to? Just because somebody in a Washington 
bureau does not consider so and so a desirable customer he is to be 
denied his needs. ‘That is what a lot of our people are thinking. That 
places an additional load on us which we must pass along to you. 

! realize you must get rolling. You have to get a perspective; you 
have to get the requirements. If we can have, with a minimum of 
interference in the regular duties and activities of all of your staff 
and your forces, access to certain individuals to whom we can go in 
these particular cases that are probably of an individualized character 
and iron some of these things out, I think it will be most extremely 
helpful; better than getting word out through the country that this 
department is run on a preferential basis and these small businesses 
are going to wither on the vine, fold up and pass out of the picture. 
That is what gives us concern. 

From the standpoint of a member of the Small Business Committee, 
I am getting more letters than I care to answer. 

Mr. Harrison. Senator, you asked me about the general conditions. 
This condition of which you speak is not a general one. However, it 
is too frequent. I want to try to make this distinction. We are 
organized to handle those cases and we do handle a reasonable amount 
of them. ‘There are hardships. ‘There are bound to be hardships. 
You are not burdening us. That is what we are supposed to do. 
The Steel Division is probs ably better organized from the standpoint of 
manpower and general knowledge than most of our other departments, 
and we can help them. It is no burden. 

| will be glad to give you the name of a particular individual and 
I notice from the agenda that he is to be here to testify at some time 
in the next few days. I think it would be helpful to him if you would 
tell him about these cases. 

Senator ScHOEFPEL. I would be glad to. 

Mr. Harrison. There are too many of them, and we must correct 
them. I do not believe the situation in steel at the present time is 
anything to suggest many of the cases of which you speak. 

Senator ScHOEPPEL. | am happy to hear you say that. 

Senator Lone. Petroleum being a major industry in our area, I 
would like to say there are quite a few independents who say they 
cannot drill because they cannot get the pipe to do it with. 
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Is petroleum not vital for any defense effort? 

Mr. Harrison. Yes, Senator; and I can tell you of discussions | 
have had in the past several weeks with the petroleum Deputy Ad- 
ministrator, Mr. Brown, and his assistant with respect to the problem 
of the so-called independent producer. I have been all through the 
situation of the forty-three or forty-six thousand wells that ought to 
be drilled, and the wells today had to go 3,800 feet rather than the 
3,400 feet of last vear. 

We are arranging a program to get steel for them. That will be 
handled by what we call a program. They will be set aside a given 
amount and over and above that there will be what we call the equiva- 
lent of a kitty. It happens to be in the percentage of 5 percent set 
aside of the steel, so that in the overnight situation there will be some- 
thing to draw upon. It will take another cycle of rolling-mill sched- 
ules. We cannot get that in on the schedules until next month, and 
it will probably be 2 or 3 or 4 months before it is effective. 

Senator ScHOEPPEL. I understand some of these things do take a 
great deal of time. 

Mr. Harrison. It is not 100 percent, but it is something which will 
closely approach it. 

Senator Scnorerpen. If we are forced into what we hope will never 
happen, we will find we have produced a lot of automobiles, while on 
the other hand we would possibly not have had enough steel channeled 
into the production of petroleum to make possible the fuel to move 
those vehicles. 

Mr. Harrison. As you know, several of our steel expansion 
programs were direc ted toward relief in the so-called oil goods area 
of pipes and casings. 

The CuarrmMan. Thank you very much, General Harrison. 

1 notice you referred to the order NPA M-6, I believe, about 
apportioning steel to the warehouses. We are getting some complaints 
of the gradual creeping in of the gray market at the warehouse level. 
You are going to do everything you can to break up that kind of 
deal, are you not? 

Mr. Harrison. Yes. I would rather not discuss it. We have 
run down some particular cases and we are working with another 
committee of the Senate and we would not want to have two hearings 
on it. 

The CHAIRMAN. Yes. It is a matter of great concern to many 
of our small companies. They say, “I can get steel, if 1 pay a double 
price.”’ They tell us of all kinds of devious arrangements which are 
made whereby the price is hiked to such an extent that they just 
cannot afford to stay in. 

I want to express the hope of the committee that every effort will be 
exerted to break that thing before it gets started. 

Mr. Harrison. You know the work is under way. 

The CuarrMan. I wish you much luck in it. 

Thank you very much, General. We appreciate having had you 
with us. 

At this point I want to insert in the record a telegram received from 
Mr. George J. Burger relating to these hearings and other matters 
of interest to small business. 
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The telegram is as follows:) 


The action of your committee, Senate Committee on Small Business, is to be 
comme! ded in instituting pattie hearings on matters very vital to independent 
business of this Nation. Reports are being received from various sections of the 
Nation through federation members. Independent businessmen, as to their alarm 
as to lack of action of Government agencies in giving due recognition to inde- 
pendent business. One ee received from the New England area states ‘this 


matter started to get to the headache stage and I found that the Boston office of 
the Department of Commerce were merely vapid in their response to inquiries by 
these manufacturers. Also reat the Boston quartermasters is not even a procure- 
ment agency, ete. It has been discouraging to attempt to meet the mounting 
inquiries without having your office flooded with requests which would have to be 
referred back here again for intelligent action.’’ We hope the above quoted re- 
port is not the usual procedure taking place in the many areas where independent 
businessmen are contacting Government agencies to participate in Government 
purchases. We are certain that the actions of your committee in exploring mat- 
ters of this kind may bring light into dark places and we are not unmindful of the 
all-out help of the Small Business Committees in the Congress during the World 
War II period in exploring similar situations. Their help was invaluable in 
protecting independent business of the Nation. Again, your committee is to be 
complimented on instituting these public hearings begi: ining January 18, and we 
are certain beneficial help will accrue from the committee’s actions in behalf of 
independent business throughout the Nation. May I ask you to kindly have 
this telegram read in the record of the hearings? 
GeorGE J. Buraer, 
Vice President in charg Was shington Office National Federation of 
Independent Business, 714 Bond Building. 

The committee will meet this afternoon at 3 o’clock but it will be 
in a closed session. We are to receive some information that we 
think ought to be in executive session. I hope all of the members of 
the committee can be here, but it will be a closed session. 

Senator Scnorpren. I would like to say with reference to the 
record that there are a number of communications and instances that 
I would like at the proper time to have inserted and made a part of 
the record which will be somewhat explanatory of the situations that 
we have covered here and which we are serving. 

The CHarrMan. At whatever point in the record you want to 
offer them, feel free to do so. 

Senator ScHorpPeEL. That is what I wanted to know about. 

The CHarrRMAN. Our next open hearing will be tomorrow morning 
at 10 o'clock in this same room. 

The committee stands in recess until that time. 

(Whereupon, at 1:15 the committee recessed, to reconvene at 10 
a.m., Friday, January 19, 1951.) 
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